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PREFACE 


Ciscussiuns on prcbisms ralating to the existence 
of monopolies an:' concentration of uoalth ant material 
resources, under priuate ounarshlp and CGntrol in an economy, 
have always and everywhere been exciting issues of public 
policy and debate. In India too, the problem of economic 
power omanating from monopoly and business eb nc entration , 
has exercised the mind of all national politieal parties, 
public rGpressntatives, social scientists and others. The 
discussions on tho subject, however, have always rornainod 
inconcluslVG or at the level of generalisations. The main 
handicap continues to be inadequate information and data 
on tho operations of tho private corporeto sector. Addi- 
tionally, though the process of official inquiries into the 
problems posed by concentration of sconomic pausr in tho 
hands of big business Housos in India was started soon 
after Indopondcnce, findings of none of the inquiries were 
taken to bo sufficient to evolve appropriato policies. The 
latest commission, in this regard, was the Sarkar Commissian , 
which has now been wound up. 


Wo have mado an attempt to put together the results 
of various studios to examine the trend s in_ bus_ine.s.s,__c,cncQn~ 
t^atiQn during tho period of 1937-76. TfTIF'Ttud y ha's 
taken advantage of the data collocted by the author, from tho 
Balance Shacts of individual companies and the information 
publishod in the Stock Exchange Official OirGctory (Bombay). 


The study, it is hop„d, would provido a fairly 
good smpirical bacs to have an objective appreciation of tho 
problem in an ovsrall and 1 a ng-term , national perspective. 

Uo have highlighted some of tho special features of the 
problem of business concantr ation. The roferencos to 
individuals, businass Houses and corporate ontitios is 
not out of any malice or prejudice, but because or thoir 
position in the oconamy. It is the institutions and the 
system that is moro important than personalities. 


1h3 intorost of the author in tho broad area of 
monopolies and c onesn tr at ia n datos back to 1962-57 when, 
alonguith throe other economists, a study on the working 
of private commercial banks was undertaken. Tlvo study 
on banking was propsred in response to a request from 
Cliandra Shekhar, the then Sacrotary, of tho Congross Party 
in Parliament. Tho author also had the opportunity to 


il 


obsorve the oparntion of econoinic pouer and influence on 
the governmont system during 1967-69. During the last 
tuo years, cith financial assistance from the Indian 
Council of Social Science Research, ue have attempted to 
build up a computerized information system on the 
corporate sector, particularly the subsidiaries of 
foreign companies. Ue hops, it would be possible to have 
necessary resources to support a regular centre for 
research on the corporate sector and the multinational 
Corporations* 


An effort of this nature requires cooperation 
of colleagues, fellou scholars and those who are well 
informed of the business, political and administrative 
realities. The author had easy access to then*. 


Tuo typos of personalities are responsibl 
uarly circulation of th^s study. One , like Pradh,gn 


■Q r 


.tS 

r. 


Prasad, G.S. Bhclla, D.U. Narulca, 
who have domandod it for research and 
and iijo., suggestions from- many friends uho now 
be involved in formulation of public policies, 
responsibility for tho data and views expressed 
is that of the author alone. 


H. 

K.U, 


^erma and 

teaching purposes, 
happan to 
The 

, houever , 


Kcbra 


Ranganathan and Poonam Bc;rua assisted in data 
compilation for which my thanks to them. B,K. Anand "provided 
the secretarial assistance for which I am grateful. 


Delhi 
Day 1979 


S. K. Go yal 
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The origins, of tho concept of a 'House’ in India may 
be traced back to family enterprises and British 'agency 
houses' uhich uero initially commission agents and later 
developed into managing houses. Business enterprises, 
in similar and supportive activities, came to greu under tho 
patronage, initiative and control of certain busines... fami- 
lies and certain communities. In the average Indian mind, 
tharefore, these communities and family names got associated 
with ontreprenourial capabilities; such images did help to 
uin public confidence and market credibility to concerns 
uhich mere part of the well known and successful business 

families particularly during the earlier stages of indus- 

(l) 

trialization . The institution of joint family system 

gave a broador operational base to the concept. The concept 
of a 'business family house' , however, is not peculiar to 
the Indian scone. Names of a number of business families, 
which played a piuneuring role in the process of 
industrialization continue to be associated with 
the development of specific countrios at the international 


(1) Lf. Rungta, R-S, liig.. Rise of, the Business Corporati op 

in J,nci,ia, Cambridge, 1 970 and Gokhale Institute of 
Politics and Economics. Note.?, oji t he Riso of th^ 
B.usi nos s . j:iimiTLyBlU.Q @_.i..ri, . la^is fo acTg’i 1 ,”"0 . R . , “30, .1 
Namjoshi, .1. V. ,) Poona, 1951. 
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( 2 ) ■ 

level. 

the 

2. In India, untij/ publication of the flahalanobis 

Committee Report (l964) and th e ilQJ 2 P_aQ.ile s_ J 

P-OjnniissAon Mf-.ori (l 965) , ne arly all important 'Business 

Houses’ took pride in thair being large and influential. 

Claims were made for contributions, not only in the rield 

of industry and business but- also in the social and pcli- 

tierj life of the country. They brought out periodic 

souvenirs and sponsored publications on the family's con- 

and 

tributions to the process of industrialisation/ established 
charitable trusts for sproad of religion, education, health 
care, sports and anything gIsb that would give them prestige, 

( 3 ) 

it at us and acceptability* The rols of various business 


( 2 ) Inchcape, Lever, Philips, Rockfoller, Ford, Krupps, 

Cummins, Morgan and Hatachi are internationally 
accepted Business Houses and each one is known 
after, a family. Uho owns uhoin (Dun and Brad street 
Ltd., London) pro vides lists of companies under all 
international families. 

( 3 ) For instance:' many Houses in India arc known to have 

built temples, ironically enough, one of the important 
/nopularly Hindu temple in Delhi is more/ known as Bjrla Mand ir 

■than Lnxrninarain Temple; in Kanpur there is tlic 3 Tk, . 
/& Science f emple^hsBirla Institute of Technology/ uas set up long 
^ Pil-ni '"^back, and so also Tata. Institute of Fundamental : 

Research. In Bombay* the Birlas and/Tatas built large/'b 


foot note contd..4. 
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families in uhe task of economic development has Qenerally 
been recognized by the Government by nominating them on 
<-30 1 L... n 1 coi.imi L ceos , uelegations, and to Board of Directors 
of the Reserve Bank of India and other public sector enter- 
prises. Public honours like Pad ma Shri and Padma Bhushnn 
are awarded, from time to time , to prominent private indus- 
trialists. ^ ^ The social and economic status, for a business 
family, has always beer/^ f ..g. ptq passport for direct access 
to the top echelons of political-cum-administrati ve power 
structure of the country. Some of the senior industrialists 
and established monopoly Hiouses have even been granted offi- 
cial privileges and authority which are otherwise hardly 


Jhc 


/ of the’ School of Economics is housed in 

Srhnn? ^havan, and the library/is called the Ratan 

Qol Tata Library. flafatlals and OCM gave patronage to 
sports and the mass media (press, radio and T§) 

Snch''!x tho teans known after them, 

buch examples can be multi plied. In recognition of 

bv been honoured 

by Universities. , For instance, LL.D. to G.D. Birin 

by Banaras Hindu University and D.Sc. to J.R.D.Tata 
by Allahabad Uniwersity. 

(4) ^^'^'"f^6hushan,^for_ instance, ^ was awarded to D.R.D.Tata 


p n w , was. awaruBO ro J.n.i 

(1957), S.L. Kriloskar (l965) 
Uagle‘^(l970)^^® ’ (1969), and N.fi. 
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•.V'dlnblo avon to highly plncud public- of fici nls. 


15 ) 


Criticism rhcI , public expo sure of businessman and 


their companies for indulging in violations of various 

for 

provisions of tho lau,/ resorting to tax ovasion, fp^ cvdopt- 

, and 

ing corrupt and un'haalthy practices/ for dolibarate fraud 
tho 

on/ pu blic, h avs not been unknown, eithor to Indian public or 
Government. There have been a large number of cases 

where Special Gommis sio ns of Inquiry hove been sot up or 


ad ministrati VO and judicial cases filed by Govornment to 

ensure continuance of public confidence in tho private 

( 7 ) 

corporate sector. ^ Heuaveri the first important coneral 


( 5 ) For instance, the permission to have 'priority' for 

putting through trunk calls, privileges associated 
with holding of a rank in Defence (j.R.D. Tata was 
Air-Vico Ficr shall of I.A.F.; B.P. Godrej, Hon. 
Counsel-Go naral of Austria in Bombay) and nomination 
of inductrialists on official delegations to U.N. and 
foreign countries. 

(s) Sce« Fiyst arios of Bjrla Mous:. . Bjrl a House and TTK . 

pNj.C. Ray), Chandra Shekhar A Poop Into Sir la Hnuso ' 

( 1 96 7 ) , Painful Story of Dalmia and tho Bqsg Commission 
nystcry of Baioria-Balan House (N. C . Roy ) ." Those pu'b- 
lications are not priced ones, but thece are available 
in some libraries. Also see: Duivedi, S and Bhargava, 
r - > : , ' ; pQ 1 i t ie.:al ■ ^ Bp r r u:p tl o;n -i n . -I nd j a . ' 

(?) For a list of investigations ordered see: INDIA, Annual 
Bo.LQrt s. of the Company Law Departme nt. 'The appoint- 
ment of Special Commission of Inquiry against Daimias 
and f'iundhra are well known. 
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inquiry against bu.sinoss Houses, in Inciapendent India, uas 
by way of appaintmont of the Income "Tax Investigation 
Commission (IIC). The Commission uas institutad, primarily 
to urpnover the alleged high level of tax evasion and fraud 
on public exchequer by some of the important business fami- 

T ■ c- T . . in 

lies of India during the Second World War and/ the post War 

years. The IIC had to bo uound up because of a J-udicial 
, . _ _ such 

veroict against its institution. The second/ Commission on 

Large Industrial Houses uas appointed in 1970 (Sarkar 

Commission). It uas required to report uithin a year. 

The Commission, houovor, could not continue its uork due to 

a spate of judicial ’Stay Orders’ and non-cooperation of 

Various official ano other agencies. It has hou been uound 

up (April 1979). 


• f " 






Si 

^ S 

ill— 5 




SiLiiid 



first Census of flgnijf ^ntnrng (l946), though it 
had c limited coverage, provided a broad picture of the 
organized industrial sector in India. Studies undertaken 
during the mid ’forties shouad that there usra only 34 
P^i,Va-ta-managing agency houses, each having control over 

capital of Rs, 1 crore and 'mors’." 'Out of these, only four 

’managing agency houses’ had control over capital resources 
of more than Rs. 5 croras and, throe of them, of over Rs. 10 
crores. Existenco of .high degree of capital concentration 




7 


■tO'tal 

uias obsarued both in indus'crial capital as U'GII ao in 

most of the important industries, when seen inoiuidually. 

Thesc'Hcusss’ ujsre refer red to as iaii 3 ia-ts_M!^ir^-§. acid 

( 8 ) ■ ' 

in dustrial co mbines. 

5. Hozari the ' express.! on Business .Gr oilD^ to 

underline thcot 'uconomic pouor’ of an individual company 

did not iTierely lio in its oun capital assets, it uas more 

appropriately refl-octed in the size of tho net assets under 

the control of ths b usiness grou p as a uholo, of uh'ich that 

(g) 

company uas only one of the constituents., Hazari also 

studied changes in size of tho assets controlled by twenty 
* Business Groups’ (.uihich included larga, snediurn ant small 
Groups) during 1951 and 1958.^'^*^^ Hazari *s-uoi!k uas rise 


(b) Huhta, Asoka, Who Puns India , Hyderabad, 1 950. 

(g) Hn z ar i s H . ix . Thu Str\,icture of Co rporate P.rLy-a tp._Se£lj3i: , 

Asia, Bombay, 1966, p'.3. The Graft of the publication 
uas available earlier to the Planning Commission.' 

(iQ)Hazari, Bj q Bu sj n3...s.5-.._ ifI.--la£lLa , AllUCj Bombay, 

1961. ; t 
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the basis of tha obsoruations made by tho I'iahalanobis 
Committee on changes in the private corporate occtor. 


( 1 1 ) 


C* In 1965, the I'lonopolics Inquiry Commission i*'IC), 

oistinguishod botuDon Vpraduct-uise concentration' and 

' country-uisc concentration’.: the former ruloting to 

’product monopoly’ and the later, to ’capital monopoly’ 

net assets unrior control of a Business Group. 

It was tho first official comprelionsiva inucoti gntion and 

on the basis of the dota for 1963-64, it identified 75 

Businross Groups, each having assets of fe. 5 croros and more. 

In addition 'to tho 75 Groups, the fi IC also identifiod 16 
_ (13) .... ... „ 


companio s , 


each with assets of Rs. 5 croros and above 


during 1964. Tho Croups^ alongyith largo size companies, 
wore seen to ba tho points around uhich concentration of 
economic power in tho privnto hands 3 xi.ctod. 


(11) lilDiA (Planning Comm.ission) Cnrnmi tt eo on Distri buti nn r 

ilL,, Jj1c.oifLP_.and. Report, Delhi, 1964, 

(12) INDIA Ilo..n..QDolie s Inquiry. Commiss.rnn : Report, Dolhi. 

1965. , . ■ 


(l3) Tho Durvoy of the filC uas very limited with regard to 
l,argo indepondont undortaki ngs. It uas obsorvod 
that ua find at lonst 16 with country— wi so concon' 
tration". Ibid . . p. 122. 
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7. The Industrial Licansing Policy Inquiry Committee 

( ILPIC ) uos appointed . in 1967 to inquire IP larqor inciiLs- 

tr ial houses had obtained a disproportionate sharoj through 
the operation of tho industrial licencing systems during 
1955-65. In ths absonca of any officica definition of 

an ’ industrial hou so' , the _IJ^_IC decided to take the 7 5 
Businsss Groups of the illC os L argo Industrial houses. Out 
of the 75 Business Groups, those hauing assets o f Fa, 35 
crorcs or nioro (for the year 1964 ond as ostiniatad by tho 
illC), uero treated as Larger Industrial Houses as pwr the 
docision of the ILPIC . Such companies which had assots of 
Rs'. 5 croroG but woro not assoc iatad with any Businoss Group/ 
Industrial house, woro described as 'Largo Ind^pendont 

Com panic s' . 

8. Chapter III of the Fionopolics and Rostrictive 
Trade Practices Act 1969 (iIRTP Act) while reforring to 
rnneontration of economic power oniploycd tha concept of 

(14) Inc in I ndustrial Licencino Policy Inquiry Committee : 

Retort, Delhi, 196*9. Also known os Putt C ommittoc o 
7 : yt/h VRooort, : . 7 : ''d- ; a' ' 
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Group of Inter-Connsctod Undertakings (GICU). If the 

not assets of GICU yere mors than Rs, 20 crorosj it uas 
made obligatory for the inter-connected undertakings to 
register themselves with the Company Lau Department, which 
uas nominated to administer the provisions under Chapter III. 

*^^om the above review, one would observe: firstly , 
that over time, the expressions employed with reference to 
the phenomenon of ' monopoly’ capital ' , have varied; ' 

’ £ri^.te..,Tr ' ( 1 93 9 ) , ' JndMS tr i.al__,C .om b in o s ’ ( 1 9 50 ) , 
i iq Bys j,niJS^ (l96l), ng-ni3mlJd-0L_ Cj. n a n c c Business Gmiips 
(1964), irtdjjstri^0.fliI.sus (l969) and Group of Int or-connect eri 
Unoertakings (1969), . Expressions like private ofaniros 

ana imo no^ ol x, ):! c u s e s have also been employed. ' Second] v . while 
the terms have variod, the primary indicator of ’economic 

pouor' has oil through boon size of the capital or assets 

, , The choice of 

unoer concrol of a House/ ssets as an indicator of the 

degree of power and influence enjoyed by a company or a 

’house’ has never been seriously questioned. And 

(16) Uc discuss this in Chapter IM. 


^ i f* 

1 















thirdly, uith tirns, the qualifying capital base for a 
House to be taken note cf has been successi'v/ely raised, 
bihile Asoka i'-fehta took note of all such p rivate tru st.a 
(I'anaQiny Agency Houses) uhich had assets of iTiora than 
Pr, . 1 c ro r a ( 1 9 50 ) 5 th e ( 1 96 5 ) anti th a Ibf IC ( i 969) 

had Fs. 5 crores as the bass line, and the iHiLlI Act placed 
R,-. 20 crorss as the cut-off paint for- the purpose or regu- 

lating concantr ation of economic power. Of late, there 
have been pleas for further upward revision of the caii'cal 
limit; a group of industrialists appointed to o into tho 
licencing provisions by tha i-lini'stry of Incustries is reported 
to have recoiiirnsnded R^. 45 crores as a niniiiium qualifying 
criterion for a House. The Sachar Committee which oxaminod 
the suggestions for the upward revision obcerved that "we 
do not feel that any change in the criterion of P::i 20 crores 

(17) ^ } 

assets is necessary at presant". Raj Krishana, a 

mcuiber of the Planning Conimission has mado his contribution 
by suggesting a ceiling at tha level of f:, 100 c rores. ^ 


(17) liidIA (Department of Company Affairs) High ro w ered 

Coifimittee on Companie s and iRT P ActsS Re port . 

p;ig78 

(18) Raj- hrishna has pleaded for R3.IOO crores assets of a 

’House’ to be the .ceiling on the lines of ceilings 
of land holdings in agriculture. Full text of tire 
paper is published - in Fj. nan c.ial Cxprsss, August ID, 
1979. Hg was invited to a discussion,, by a sub- 
Coinrnittee of tha Oanata Party, in his' personal 
capacity. 


10 . 


• ~ 12 - 

The changes in expressions employed cannot be taken 

as a simple tochnical matter or merely a question of 

semantics. Expressions always carry with them an elament 

of emotion and subjectivity. For instance, during the 

national struggle for independence of India, political 

.parties viewed the dominance of industries by the British 

instrument s of 

private trusts as a continuing drain and/exploi tation of 
the economy. It was also felt that the existence of large 
private empires was inconsistent with the establishment of a 

(19) 

democratic society. The actual number of managing 

agency or industrial houses, it uas argued, may appear to be 
large in number , but through the practice of inter-locking 
of company directorships and formation of trade associa“ 


• , O 

II' 

^ 





tions, immense economic power got centered in the hands of 
a few individuals. To cenvoy these sentiments, the term 
coined was nr i v_a,t e _e m pi r es, 'trusts' and 'finance ca'-it al ' . ^ ^ 


(19) "We demand democratic control over the finances of 
Govarnrnont of Bihar, shall we let the industries 
remain under the unchecked control of their oligarchs". 
Annual profits of TISCO, it was stated, were as large 
as the total revenue of Bihar Stats. See: Hehta, 

Asoka, Miq. .,D_ wn India , p. 22 . 


(20) Ibid^ip. 22 


f'tiiii *** 

T 






iiipkS 
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In contrast to this nationalist viau held in the pre- 
independent India, the present axpression used is» i^roup of 
Inter-co'nnec ted Undertakings (uRTP Act 1965). The qualify- 
ing- terms' such as 'large', 'big', ' monopoly' , and 'house' 
have - been dro pped and the neutral expression of 'UiCL' has 
been preferred. Similarly, tho tarm 'monopoly' j uhich to 
students of aconomics has a specifie moaning, gava way to 
' pr oduct-uise concentration' or 'dominant undertakings'. 

11. It may be recallad that within a year of the IncJe- 

pondencs of India, a CommittGO of the Congress Prrty, with 

( 9 1 

Nehru as Chairman % visualirad the establishment of an 
"economic structure which will yield maximum production 
without the operation of private monopolies and the concen- 
tration of u-aalth". It was further rcddod that "new 

undertakings which are in the nature of monopolies or in 
view of their scale of ops rati one serve tha country as a 
whole or cover more than one province ohould bo run on the 


( 21 ) Indian Notional Congress. Economic Programmes Cpinmittce : 

R pi. ort , Delhi, 1 948 s , Ch airman : Dauo'narlal Nahru. For 
full text; Y oung Indian , vol. II, August 1972, pp. 

:;gd'g Y ';g: 1 ' d 

( 22 ) Ibi d . Section I, para 2. 
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basis of public ownership". It was further visualized 

that in respect or existing undertakings process of transfer 

~"° . 0 3 — P . Li ,. V ate t_p_ ^ubjj.,p s.ungr.s hip should c o mmence aft e r a 

B^i£i^i,.p/_fi.ve_jiie.^^ (emphasis added). Indapendent 

Indio was not to have private monopolies and large private 
undertakings. There was to be a time bound programme to 
liquidate the then oxisting private monopolies. ^^5) 

sharp contrast to this approach, government policy has not 
only accepted private monopolies but also extended all 
possible help to their establishment and promotion. 

12. An interesting feature of the subject of private 
monopolies in India is that there has been no serious 
attempt, on the part of. the Government, the national 
political parties or social science researchers to undertake 
continuing investigations on the fast changing character of 
the Indian private corporate sector. The absence of an 


^23) l,bi^, Section lU, para 6. 

(25) Cf IWOIA Industrial Policy Resolution 1948: the five year 
period was extended to 10 years. In the Industrial^ 

> the re was , however, no 

rbfbTb nee to take— ov/ers as a Doliev Up fr.nu * -p • x 

of°Soc°etJ''' establishment of a Socialist Pnttr 


<r ' n 

Gmrnmi) 

^mmrnS 

ISLa. ' 9 % 


imimS 

'•ii^ 



official agency, chargad uith tiiQ specific ro spensd bi 1 i ty 
to study changes in the degree of concentration of 

economic pouer in priwata iiands or dealing uith tho question 
cf ' product monopolies’ has to be seen againot the background 
of (a) the Diroctiue Frinciplos of State ‘relic y of tha 


Indian Constitution uhich require that; “the Strip .shall ., in. 

particu l ar, direct its policy to-uards r acurij-in , , , that the 
o p o r a t . 1 . o n o F t n c oconnrnic. system d oos net r rcu.lt .in. : the 

cone o n tr ot ion of uoalth and i;i-, ans o f pr.oj-Luc_t.iQ,jl. to t he coinmon 

dotrirnenfr and (b) one of the I'bjcctivcs of our Plans uhich 
has ropeatodly emphaoizoc: that tho .d.DU.c3.1o.p.rK:.nt .of . JAe„ec„o.n.Q£i^ 

/ \ ^ 25 

should be on socinlist lines (s.inphasis added;. '' Cnu , of 


course, nond hardly refer tc the recent constitutional 

nimendmont ijhich describes India as a 'Sucialist Rorublic'. 

If the Govornment has to discharge its respcnsibilitie s in 

this arC'S, one br-.sic pr .e-requisito would bo on objective 

aoSQGSinent of tho magnituda, nature and trends in th^ level 

of concentration in tho economy. Is there any agency to 

(27) 

cerform this task uithin or cutsido the Govcrnnientt ' 


(2s) Sog: I 'oh p lan obis Cpirimittcc Repor t, p. 4. 

(27) Th. nooci for ostablishmont of such an agency uois 
; q":q df ;:f; dd-;' 3 nTph'b si :z 3 d:;; ihd a liy t h i: jiagn y; 

various individual scholars. Uo discuss this tospect 
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The Company Law Department (Research and Statistics) 
restr icts it self to routine admin istrati v/a reports and 
has not been structured for tasks of this nature. 


CHAPTER _ II 


DAT A 


m 

KATE SECT ijR - ABSE NCE bF ANY SYSTEPi 



1. Changes in concentration or the relative importanco 
of ’Houeog’ in the Indian private corj^orat'^ sector could be 
easily aesessad , provided tha roquisite tirno series date and 
information on rJifferont aspects of tho corporate ontitios 
ucre available. ^Though compilation of data and ronitoring 
of the corporato sGctor is a pre-requisito for evolving 
appropriato policies and asenssing their impact on the 
Gconomy, no agoncy for this curposo has so for boon ustablishodr 
Governnant resoarch departments romnin pro-occupied with 
routine adminictratiuo uork. Strangely enough, while con- 
.■■iderable efforts have been made to collect a, varioty of 

data on working of unorganized sectors in India, very littls 
has boon do no to k-ep a untch on tro-nds in tho organized 
sector. 

2. i'Toblemc of data collection on the corporate; sector 
in India s.ro far lassi^ since all constituents of the 
organized sector subf.iit periodic reports to Government, 


18 



under one or che other regulatory provision. ^ For 
inscancoj tho Companies Act requires each company to 
submit its annual report and Balance Sheet to Government; 
all large entorprizes desirous of undertaking expansion or 
diversification in their production . programmes under tho 
IDR and flRT P Acts, are obliged to supply a good deal of 
information to Government; and tax returns apart, industrial 
unit“Uiso data is available with Govornniont on capacities, 
production, pattern of shore holding, nature and composition 
of senior management porsonnol, quantum of imports and 
exports, product prices and details of expenditures and 
agreemonts. Invariably, reports to Government arc 

on a set proformno prescribed for this 
purpose. In r h i sowfi^piM- ago, to have a national register 
or a comprehensive information system for a fou thousand 
companies, should in any coso bo no problsm — provided of 
course, there was a decision and the requisite will to do so. 



(l ) Some 




important enactments, under' which periodic d 
reportoD CO Government, are: Industrial Dnvainnm 


.RQro.lgji 


* lM.orts'nnD^y7 ;;ri-c 

LliAl) J and .''iLLllQ.POlia S pnd Rngj-.r-fr t j Ve 

Jet (1969 ):■ , 


iSM; ; --%s^gjiM..aJ^.Qjma£Li fi o s Ac t 






2D 


3. The need for establishment of a proper sgancy on 

the corporatB oactor uas first omphasizcc) by t’ne ilallrJ,,.PLh...0.bXl. 
Cr.mmit tee F\Gpo rt. . It observed: 


ths soenor the Government set up the necessary 
inechirrer y for collectinn, c xamj.nation and analysis 
of r.ll relevant data on the subject, the easier it 
lioulu be for it eventually to forinulate the 
necessary policy that uill co-ibine ini;u'- tri al iz ction 
uith social justice and econonuc developmwnt with 
dispersal of economic poucr. i.2/ 


The Menonolies Int.-jU j rv Commission foca-d serious data limita- 
tions in its uorl;. As a r.joult of inadequate information, 
the l‘i I G ui'iilD dotarinininn composition of Business Group, h£id 
to exclude all doubtful cases. The Co.::mission uas "clearly 
of opinion that a pormanent body should be oet up uith tho 
duty and responsibility for exercising vinilance for taking 
action to protect the country against the dangers that ue 
think do c.;xist." 


2 ) I i'JD I A , IhiLjLnJimi.ti.eij. ,_CLn .iJ.rit.r.ibiJtlQ.a 

of LivJ.nii: Rgiiori, (Chairman: liahalnnobic, Delhi 

i3) INDIA } I'lun opnl ios Inquiry CommlsGion; Rg^cri, Delhi, 

1965, 'r. 1 39. .. . ' ' 
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4, Tha IL PIC dreui cttantion of the Gov/ornrnent to the 

inajoi’ lacunae in collection, maintenance, and processing 

of data in Government organizations. The I tPl g_, in its 

uerk, organized a largo sot of data on licensing, collabora 

tions, financial operations of public sector, financial 

institutions, capital goods imparts and the extent of 

implGrnontatio n of industrial licences- The same uas 

the 

computorizGcl. It expressed / hope that ’’Gouernmont will 
not permit this effort to be uastod and that stops uould 
be taken to continue and dovelop an affuctive systom for 
the compilation, maintenance and processing of data on 
these vital aspects of industry". A detailed scheme 

for data collection, and maintenance and processing, as 
worked out by the Committee was forwarded to tho 

( 5 ) 

Government. ^ ' iho absence of a system for compilation 
of basic data in this area has also been pointed out by 
many other individual scholars who undertook studios of 


( 4 ) INDIA', Industrial Licensing Policy Inquiry Commjtt ee : 

Report, Doihi, 1969, p. 196. ; 

( 5 ) Sec Goyal, S.K. Data Processing & rinintonnnce (ILPIC) 

(lUmoogr aphod ), 


% 
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the corpoFata 


sector . 



5. Apc\Ft from the absence of an adequately GcjUipped 

GQoncy for collection, compilction and analysis of 
statistic nl ciata on the cerporate sector, tuc other 
li iPiitations .experienced by researchers need also to be 
highlighted, bnjO, while the Balance Sheet and Profit and 
Loss statomonts for public limited companies can bo v 

consulted at Registrar of C ornpan ic s ; Off ic e , thu;- same ■ 
does not hold true for partnership, proprietory concerns 

and private limited companies. The Mouces op...rate 
through vorious organizational forms, u’nirhi includo 
investment, educational and r-eligious trusts. Ap.ux and 
investment companies are invariably closely held a.nd are 
cither private limited companies or proprietory concorns. 


(g) For instance, sea'. Kidron ii.» Fercinn Invustiaeirts i n 

I nc ! i a . Oxford, Neu Y^rk, 19u5, p. 180; Xuria.n, H. 
impa ct of Foreign C npimal on Ind ian tco nomy. i-W , 
Dolhi, 1966, p, uiii; Subrnmr.ni an , (s.K. I; n.p.Q.rt a_f 
Capital and T ac hno l opy , f- PH , Delhi, 1971, pp.6-7, 
f1 n r k G n s t en , K . Feraion Investm e nts and Dovolopinent , 
Lund, 1975, p, 51. For a review of tha problems 
fecod by scholars in thu area soo: Goyal, S.K. 
"Industrial Regulation - A Trund Report", in ICSSR, 
A Su rvey o f Research in Public Administra t ion , vol. 
II, ^ Alli-d, Bombay, 1975, pp. 444-471. 



Research studies haue, primarily, to be confined to public 

limited comnanicG. , Additionally, since all companies 

under a House are not ragistored in the same State 

researchers haue to visit offices of Registrars of Companies 

located at different places. It is uall known that Balance 

Shoot data is always presented after a good deal of window 

dressing. The Annual Reports of Companies are said to hide 
than they 

moro / roveal , Interestingly enough , though primarily 

duo to absuncG of proper coordination in logislntion, at the 
oxocutiVB level, a company can submit ono sort of financial 
perfcrmance under the Companies Act and another for purposes 
of income tax. Tho returns are filed on an annual basis to 
Various administering agencies of the Central and State 
Govarnments. Government system is supposed to regulate the 
modorn and organized sector; and yet the regulatory system 
and tho procedures followed continue to be the ones which wore 
GVolvuQ long back. The returns are placed in files which do 
not lend themselves to easy or quick rutr iev abilit y. 


LkiS-s in India, Government enjoys fairly adequate 
powers to order investigations and exercise control on the 
industrial and corporate sector. Each year the Company Law 
Deportment orders inquiries against a large number of 
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companies in the priuatG sector. Rasults of these inquiries, 
houeuer, are not made public. These continue to remain 
’seerot' or ’ confidGntial' . In addition to tiiL, large number 
of investigations completed by the investigating staff of the 
Tepartmentc-, Commissions of Inquiries undertaUe studies with 
specified objectives. For instance, the Incernc Tax Investi- 
gation Commissian during its short period of oxictenco caused 
a number of ’Inspectors’ Reports' on the rnngnitudo and nature 
of malpracticos resorted to by the business concerns. The 
Inspectors’ Reports c-ro saicS to hc.vo uncovered a , Variety 
of tochniques adopted For purpooos of tax evasion. Some 

axtrrocts from these reports Found their way tc the press and 

(7 ) 

wore public.!'. ad by an enterprising person. 

?■. The XLE'.!:-. during its work under tool< 4 5? case 

studios to examine if there was favour ehnun or influence 
oxcrcisuD by the L-rgar Industrial House, un Go vcrni.ient. ^ 


( 7 ) C_f Tho threa publications: I’iysteries of Bjrla House . 
TTK and Birla House, and Roy N.C, fiysteries o f 
d alan Bnieria Hgus o. 

(s ) For a full list -of case studies, see: 

'.pf ; h I ppi f 3^9-66:. fjff. 


line Reonrt , 
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Thos8 C3sa studios uould naturally be of immense usa to 

IT G S 13 cl J- C i i cj 1' S — not from the uioupoint of discovering 

scandals or role of personalities but for understanding 

the strength and uoaknessos of tho existing regulatory 

system of the Government. The Case Studies continue to 

be treated as ’secret’. One has a strong suspicion that a 

similar fate auaits tho studies and investigations complotod 
tho 

by/staff of tho Sarkar Commission. In its nearly nine years 
of functioning, the Commission might have incurrud an expen- 
diture of more than Rs. 1 crorc, but tho Commission staff 
collected a wide variety of significant information and data. 


8- Tho limit.id point being made hero is that the present 

regulatory system is not organized for proper administration 
of provisions of various legislations; nor does the present 
practice of classifying nearly all useful information as 
'confidential’ allow abjective studies. A direct 


( 9 ) The data is not only kept ’confidential’ for individual 
scholars; it is also denied to Govornment appointed 
Commissions of Inquiry. The iil£ ' s observations aro 
pertinent in this respect. It observed; "Another 
Department of Govornrnont whose primary function is the 
collection of statistics of production of various com- 
modihius is the Central Statistical Organization. Ue 
had hoped thc.i.t thes.-. would bo of niuch assistance to us, 
specially ns they might cover the output of small 
industrios also which do not furnish return to the DGTD. 
Unfortunately, our efforts to obtain the statistics 
maintained by the Central Statistical Organization ucre 
unsuccessful. In reply to; our request for supply of the 
relevant statistics, the Dopartmental authorities pointed 
out ^certain' legal di f ficyitios ' in the way of the infor- 
mation being, made available -to ,us,. " HIC Report , p, '\22 
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consequoncG of tf.o axcossiv/o ' conf iuentiali'ty ui ruuarcii 
to tho corporate data and information is that even honest 
invastiQatinQ ofFiesrs, very soon discovsr the futility of 
thoir conuino efforts to protect ’ public interest' .. Tho 
observance of a high dogroo of secroxy of public inquirius 
into the priuata sector in general, and for cornpanios of 
tho Houses in particular, noods to be soon in contrast to 

tho open scrutiny and publicatian of o;xh md overy inquiry 

into tho uerkinLj of public soetur entor prises. The Ghort- 
cornings of tho public sector got exposed and very rightly 
GO but raportG on mclpracticus of the i^riva.te sector get 
pushed bulou the carpet. In comparison, general imago of 
the private ssetor remains a clean ono onL: teat of tno 
public sector 5 a tarnished one. 


g. Lino has a suspicion that the main ruason fof p 

excessive secrecy, on part cf bovurnment agonciuc, is 
a 'liann over’ 'of the colonial era uh .x ohjectivo studies of 
no vor nmox t functioning uuro nearly prohibited. In part, 
un ulliinqxeisX'ixf' i of f ic ials - "iiady ciue;, : tet; : tng ir- v;im 

I r dis p'f n 5:i;bi;i it y ' t o t ■ qu th uinti'e i t o F yd a tq, : su p:pt ;; y yy gyii i yi 

^oh'-thc^i'^ hasis^ ■xif y‘;uh;ichy,'::qqdq;tyi;D’hs;'iyin.i yyP£irlilar.Ken:ty:j^ 

. Private in'Justrialiots (ao nnyuhero olso) are least 


asked 
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willing to expose themselves to -^nv r.h -- 4 ■ 

xv/^s Lo any objective scrutiny 

ty, ' DLitsidor^-' Thw, •_ 

'^'-part .from the ’uindou dressing' 
weulQ, in any case, do befora sharing Information on 

own.„h.p, cppt.oi OP pooling 

Tha rosistancG to share inform'^ti.nn .-o h 

lormction IS also implied in 

public pro noun c orna n t Q on-M'r^ 4. 

„ , , ==c>ncontration ond oonopoUeo 

"dlpraotipea by *^0 Hpusp, . 

« 


the 

^f/ absence of 


10 . 

necessary cbjectiva studios, 

thp altcrnativos proposed and nol ic v-fr ^n- , , a 

ramus ovolvod can, 

at bo St , bn ,->y nr-r. r-„ ■ , ’ 

pro osi 0 ns or uh iws nn H p . 

wimo and fnncios of those uho 

are supposed to control the pouor ■ 

further, it is to b / — nt. 

" oxpEdtod that tho GICU's or 'Hauses' i a 
tho holders of ccommir — x— *-s 

all efforts to 

u„nco and cho'-ngo Government policies in 
. . a manner thp-nt 

would suit them best If i ■ 

w-oi. It should, therefore nnf h 

i? tho holnpr-- nr • , =drprising 

t-c-rs 0 1 monopoly' position nrnmot,. -j 

in tho 'pnliticaj' . , 

- -1 or pdministratlvo’ markot. „,p,t 

t-embor that phor.ae tho intorasts of , H 

2 House or a Inrci'--' 

company aru the cnntinnn ^ 

iiiuing ■ responsi bilit V nf 

rl-'fntnm- . IWirity Dj ^ group of 

t^termincc individuals, uith d ..r-cut .h ■ i- 

4nf-. 4-. . ' ‘Objectives, 'public 

t^rest IS supposed to be gud^rd-^d nnri 

JUo.rciae and promoted fay the 

i'^pcrscnal and ovorchanging Government ^ot u 

ti^li ecroonts and tr, a- r ty 

-noiont public representatives. 







1. Tha r-lnhnl .-in obis ;Comm itt5.Q. could .not unocrtakc 

the nucGSsnry suruey of private corpornte sector in Inuia; 
it r..liod on Hrznri’s etudy. In its concluding roniorks, 
tho Cc'MroittcB oboorved that it coulo n';rc have 'mer., corn- 
prehensivo and detailed information rognr cing cue many 
nspGcts p.nc ramification of economic rouer and controls 
in the private sector”. It, therefuro, recommended 
establishment of <a regular mnchincry to help farmulace 
the necessary policies uhich uould achieve social juotico 
and Gconorriic development with dispersal of economic 

(l) 

poucr, 

2. For ,? long time, the concept ef r. Business House 

continujc; to be equated with a 'FlanaQing Agency House’ 
(liAH). The companies under the ifiana.Qornent of each 
liancoing Agency firm Uvjre treated as if those uere a 
single independent entity, irrespective) of the common 
control over the nAH uhich might exist within or outside 

( T ) I i'J D I A C om mit ta o. _pji D istri bui i^..n . .o,.f .LaCiiJiie^n 

of. Living Chairmen” . h.C . riahalanobis, Delhij 1965, 
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I ncl in ^ 2 / I, * I 

H= 2 ori, houeuar, definad a Business Group 
"ns consisting of units which ero subject to the decision 
"inking power of o cannon authority. Ppr this ha did not 
y m.^joriry equity concept' aionc to dotormine 

business associations of companies. Uhllo doterraining 
the composition of a Group the fact that there were (i) 
shares held by non-uoting agencies, (a) financial, trade 
or technical agreements providing special rights, and 
(ili) many other factors, formal and informal, wore taken 
note Of. From the uiew point of controlling power, com- 
panies seen to be under the solo control, and majority 
ones, ware colloctivoly called the "Inner Circle"; and 
companies in which o Group had a "uoico and a material 
influonce but not ttgo contra lling- uoico " wore treated 
as belonging to the 'outer circle' of the Group. ^3) 


fact was noted but Drob-^hlu Hm. s 

clear euidanco each l'lana9rn9^geneJ°Hnuar" 
treated as n sinolo onf-ifw ^ Hg-ncy House uns 

f'-'lehta, Asoko Uho'^Onn^ see 

and Ray, Raj\^t"K , W51 , 

Oxford, Bombay, i‘ g 

Sector, 





iC*' ' 
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For dstermining the composition of different 


n one polios 3 . 

Inn u i r y ^ „ 

3 -,ri I mis si on BuEinoss Groups, the fllG propiarod a tcnrotivci list of 


companies which uerc , roported to be bclanning to uiffarent 
houses in earlier studies, broGhuros, pamphlets, notices 
and .‘duortisarnonts appcnring in the press, t-nch ’Group’ 
was roquasted to send its comments an the list. In 
addition to the companies which uiere adraittod to be 
G rn [ 1 p C nmpnn i i3 s , the lilC also exaniineo (i) own orshj.p 
pattern cf the shares, (ii) nature of management and 
the Board of: Giractors, and (iii) use of cominen insignia. 
Out of the total of 2, 259 coinponies, belicuad ^.q be 
asGociatod with Business Groups, 1,316 comp'anias uura 
'.■'drnitted by the Groups, as bolonging tc them. The 
H Commission examined the remaining 9A3 companies to 

determino their nsseciations. In case of 570 companios 
j the links were seen to bo week to justify thair inclusion 
f with one or the other Group. For BO companies, the I i 10 
uas "unable to get full information" and thorofore the 


quustion of associction was dropped. 


Th 




roach , 


( 4 ) Idle n ep.Q.rt.. p. 34 
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of tha uao; " in ev orv case o f doubt, u a hnuo o xclude d 

tho compa n y_ f rom t hp_ g ro u_g und er con side r _a tion. Similarly , 
Companies uhich wa r e j oi ntly owned by tuo or mors groups , 
Uicro excluded ". (emphasis added). 

The ILf IC took note of the limitations of the 
Group composition as determined by the HIGs but in view 
of the time and resource constraints and the fact that its 
torms of referonce required it to deal with larger 
industrial Houses, it decided to limit its exercise in 
determining house composition to twenty Business Groups 
of the f’HC , each with assets of Rs. 35 croras and more, 
during 1963-54. As regards the comparatively smaller 
Groups (uith assets of Rs. 5 to 35 croros) the ILPIC 
dependod upon advice of the . Company Leu Department, 

The criteria evolved by the ILPIC for determining 
composition of Industrial Houses uas the follcuing: 


I) 
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Conccjrns at^mitted by the House through the 
raplies raeaiued by the Committee from the 
apex cornpanios. 

Il) (a) Concarns rfl-^ntlonod as forming part of the 
House in the Souvenirs or other publications 
of the House. 

(b) Concerns functioning ns Managing Agents/ 
Secretaries and Treasurers uhich arc! wholly or 
substantially ounod by, the controlling authority 
in the House along with relatives. 

(c) Companies nionaguc! by (l) and (ll) (a) and 

(b) above, in their capacity as tir.nciCjing Agunts/ 
Secrotarics and Trcasurt3rs. 

(d) Coinpanios deotned to be undar the ’ Sana 
isan agernen t ’ under Section 370 of the Campon ios 
Act, 1956 as the companies at (l) nnc! ( II ) to 

(c ) above. 

Ill) Componias wherein not loss than one-third 

’effective equity' can be clearly iduntified 
ns Houso-intcrost. 

lU) Concerns found to have special c hnrc.c tori ct ic s 
which would warrant their inclusion under a 
House. The special eh ar ncteri atic s mr.y be 
such as majority on the Board of Directors 
being comprised of persons closely affiliated 
with the House, substantial equity shareholding 
being ewned by the employees of the House, 
sole soiling agency arrangements end survicas /^-'s 
like office premises and telephone facilities. 


(6) I LPIC . p. -18 


0 ' 1 ' 


Gg 




, »■»**•* 
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6. At uarianca from the criterion of majority 

equity, the ILPI C ado ptod ’effective equity’ as a basis. 

The concept of 'effective equity’ uas based on a study of 
the corporate sector which showed that "in many large com- 
panies, a significant part of the equity is hold by large 
shareholders who are known not to interfere in the 
management of their internal affairs". For instance, 

public sector financial institutions like Industrial 
Finance Corporation (IFC)^ Industrial Credit and Investment 
Corporation of India (ICICI)^ Lif e • Insurance Corporation 
(LIC)j Unit Trust of India (dTl)^ and Central and State 
Government’s hold substantial shares but as a rule the 
voting rights are not exorcised, except in vory exceptional 

(n ) 

circumstances. It is also well known that the oquity 

shares hold by foreign collaborators and non-resident sharo 
holaors usually adopt a policy of non-intorf orence. Thus, 
such shares which wore "passive", wore excluded for 


(t) Ib id . p. 15. 

(s) A Government Ciroctive to public sector financial 
institutions is that "it should not acquire 
control or participate in tho management of 
any concern in which it has intorost as an 
investor". £t. ILPIC .Report . p. ‘118. 
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dct'3 rmin ing cant rolling interest. Ihe effective equity 
of a company, therefore, uas taken to bo: total equity 
loss nil Categories of passive shares. 

7. Saconci major change at-loptod by the ILPIC uas 
uith regard to the qunlifyinQ percentage of equity shares 
to Iccotc the 'controlling intsrost'. As it had boon 
observed that one ncoded a s far smaller rcrcontaov. of 
equity shares to maintain control over a company, the 
jiVajority concept was not folloued. The combined intorset 
in shares, (hold by House companies, membors of tho 
controlling family and dose relatives, senior employees 
of the controlled companies and family trusts) at the 
level of one -third of the offectivo equity, uns seen 

to bo .adc3qunto For inclusion of a company under the House. 
Such componiBs in which a House was seen to have lass 
than the controlling interest, but there uas evidence 
to suggest close associations, uerc grouped ns 'Socend 
Tier' Companies of tho House — similar to Hazeri's 
Outer T;C'ircie‘'>c>:^:;:,:/^^^ :T' ■ ' T/' ^ 

8. The ILPIC, in brief, ovolvad its oun criteria 
for dotermining House composition, and it took note of 
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the corporate realitios and practices. Asca rosult of 
its efforts the Committee compiled: 


List of companies uhich uero seen to bo under 
the control of 20 Larger Houses. 

List of companies of the 53 Larger houses (as 
per the Company Law Department. (9) 

List of large indepondont companies (each having 
assets of Rs. 50 crore and more). 

List of Indian Subsidiaries of foreign companies 
uhich Carry on business in India but are regis- 
tered abroad. 


Under tho i'lRTP Act, 1969 (Chapter III) the con- 
cept of Group of Inter-connected Undertakings (GICUs) is 
applicable to (i) undertakings uhich either by themselves 
or together uith inter-connected undertakings have assets 
of not less than Rs. 20 croros, and (ii) 'dominant’ under- 
taking (a.lcnnuith its intor-connectod undertakings) having 


(9) The me had treated Hacneill and Barry and Binny as 

tuo Groups but because both uere under the Inchcapc 
Group of London, these uere treated as one House. 
Sic was taken ^over by Soorajmal Nagarmal (l96l) 
and Kothari (G.O.) House uas placed under Birla- 
Second Tier. Due to these changes the number of 
ILPI C, H ousos , declined. 


a) 

b) 

c) 

d) 


assets, or more than one crore of rupees* nn oia- 

borr.tc critaria for intar-connocted unLiGrtakings is 
prouided in the Act. Houioucrj the crucial and opuiratiunal 
handicap of the i'lRT P Act is that it does not prouido for 
an agoncy that could koBp a close uatch on changes taking 
place in the ownership and contrcl structuro or the 
priyatu sector. The net axpocts that indivitual companies 
would Como to register thomaelvcs with Central Goyarnrnont, 
if they were under the control of a House. The Company 
Law Dapartmunt acts only as n post -.iffico and keeps the 
list of the registerod companies, under the .iRlF Act, 
updated. GICU composition, therefore, is a matter uf 
voluntary disclosures. 

10. It is quite naturnl to expect that changes in 

criteria emplcyad for determining the composition of n 
Houee uuuld have its implications on the number of com- 
caniQs and the, assets that would be saun to be under common 
control. The degree of change would depend upon the 


(l0) A ’dominant' unciertnking , under the riRTP Act, is one 
which controls one third or more of the production, 
supply or distribution of a ’good’. For a review 
of tho concepts soo: INDIA Sneh ar CQ.mm it to a.._. Report . 
pp. 238-247. A feu carious limitations of the con- 
cepts havo been brought out by the Committee. 


changes in the crltGrio. Table-I and Toblo-II show the 
comparative size of the 20 Larger Housosy as determined 
by the tilC -nd the I LPIC . The coverage of ILPIC (l966) 
over the ilI_C ('jg 54 ) larger by 22.7 per cent in terms 

of the number of companies, and nearly 30 per cent in 
terms of assets. The changes uere most prominent in 
the case of the House of Birlas (52 companies added and 
an increase jf Rs, 165.12 crores) and Tatos (l7 companies 
added and an increase of assets by Rs. 87. 64 crores). 

'^he GICU companies are under obligation to 
obtain Government approval for their expansion and other 
Group activities. Politically, it is somewhat aukuard, to 
be dubbed as 'Big Business'. This is attempted on throe basis 
it is argued that the overall size of oven the largest 
Houses in India is nowhere near the U.a.j, European or the 
Bapaneso industrial giants. T uo . in India the size of the 
largest companies is so small that it cannot reap full^ 
Gconomies of scale. This is particularly so uhon the 
largest Indian companies are seen against the T'lultinational 
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1. 

Tata 

417.72 

505.36 

8 7.64 

21.0 


2. 

Sir la 

292.72 

457.84 

16 5.12 

56.40 


3. 

i'i , B , 

149.72 

1 53.06 

3.45 

2.30 


4. 

Bangur 

77.61 

104. 30 

26. ,39 

33.87 


5. 

AC C 

77.36 

89.80 

12.44 

16.08 

6. 

T hapar 

71 .90 

98. 79 

26.89 

37.40 


7. 

Sahu 3ain 

67. 69 

58.74 

-8.95 

-13.22 

%!»»> 

8. 

Bird Hailgar 60.00 

68.62 

8.62 

14. 36 


9. 

J. K. 

59. 20 

66.84 

7.64 

12. 90 

10. 

Soo rajmal 
Nngaririal 

57. 77 

95.61 

37.84 

6 5. 50 


11. 

Ualchcnd 

55.17 

81.11 

25.94 

47.01 

iiiyjlll 

12. 

Sh r i R am 

54.68 

74.13 

19.45 

35. 57 


13. 

Scindia 

46. 96 

55. 98 

9.02 

19. 20 


14. 

Gounka 

47 . 9 5 

65.34 

17.39 

36.26 


1 5. 

16. 

riaf atlal 

Sarabhai 

45. 91 

92. 69 

46.78 

101.89 


4 3.16 

56. 71 

13.55 

31.39 

17. 

A, YuIq 

41.89 

46. 74 

4.85 

11 . 57 

13. 

'■'.ill j.ckb 

41 . 50 

51 .07 

£.57 

23.06 


19. 

ICI 

36.89 

50. 60 

13.71 

37. 16 


20. 

Kilachand 

35. 13 

37. 22 

2.09 

5.95 

6mss^ 








21 . 

Total 

1781.12 

2310. 55 

529.43 

129.72 
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^ o r p 3 r r‘ 1 0 n s • 
nr i-uincj th -t 
thnt many of 


And t_hra_£^., indivi-url Hougj 

the critorin for int^r-conncctions ic 
the cDfiipani :ct includod untiuT Houg-.-3 l.j- 


3 , ' 

30 


n^ra 
.'■'U.'l'G B„ 

E.uch , 


iihich Qp:.rr;tGd ind opcndontly af the House. lur^hu^i 
nrgued thnt euon if there uero closely held cnrripnni 
n Groups thnsu did net act vOS single untiticn, an^i 


5 it ■;is ' 
os, under 
in fact, 


each company of the House ucs gcuerned by its jun Board oi 
Birecters anci could bo seen to be entcrina int-o ..^iruct 

(l 2 ) 

competition uith other companies of th.. House. 


(ll) 5ui;:h nrQuniwnts have been repeatedly ni'^du by i^iiu 

in their nemoranda to Govarnmunt and oy the Houses 
of the Tat as and tho Birins, in particular. 

namnrnncla submitted to the 3cilnljnaiifflUts^. p , h , ^ 

Bill, 1967, Eui donce . Val- I, Rcjyc Scana Sscretarintj 
Haw Delhi, February 1969. 

(l’) The u-lidity of such nssurtiona uas axaninjd by ths 

ILPIC . It would be helpful to reproducs the comments 
in 'fullp 

Birla Brothers Priur.te Limited, in their reply., ^hnve 
contested the concept of a group. It is said, "Iho 
differont companies in which they (i. :., the descen- 
dants af Raja Baldoodas Dirla) rospoctiv'ly hold 
shares cannot, on that account nlonj, unless ohoro 
'i 2 :ih:d’:::;:: 2 :v’ii;: 1 unit:y 'of' irit«:re;st'^;;of::-&:i 

constituting, a majority, in different companies, bo 
;'fTrd:'i3'ard!adh :a5::- bblon;gi:ng : toh^a;: group:,av'1-v^:T;-^ 

Even ths fact that curtain companies oro under the 
soma nranagemont should not, by that tost olono, bo^ 
reqerriud as bol.onging to a group. There aro certain 
companius which act as Mnnaginq Agents. These are 

■ Foot note contd. next page. 
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i 
i 
i 

A 

12. Undor tho r'iRT P Act the GICU companies are 

I 

expected to register t'riemsclvep, voluntarily; with the , 

Governmont. Undor such a situation it is only to bo 
expected that Largo Houses uould attempt to keep as many 
companies out of their House, as possibly they could. Also, 
the Houses uould make changes in their own organizations and 
company structures in such a manner that only a minimum 
number ore shown as constituents of the GICU. The extent 
to uhich the GICU is uif Parent from the I LPIC , is brought 


Contd . , . . f rorn pro page; 

Birla Brothers Private Limited, Birla Gualior 
Private Limited, Birla Bombay Private Limited, Zenith 
Distributors & Agents Limited, Hyderabad Agencies 
Private . Limited , and Veraval Rayon Industries Ltd., and 

"In the above companies, individual Birlas hold 
shares in their own respective rights". 

Each of the above companies are Hnnnging Agonts of 
public companies, in very few of which tho Birlos, 
even when taken collecti voly , have substantial interest. 

Lihilc such refutation of the concept comes from 
Birla Brothers, other apex companios of what we call 
the Large Industrial House of Birlas, have indicated 
in their replies as follows: 

■!lLb-b., JLgJCl-V. .Bjr l.a Br o t h e r s Pr i v a t e Limited may 

by us also 'M emphasis added). 

Among others, B.K. (Bombay) Pvt. Ltd. have stated 
that thcjy could not be deemed to be the Head of the 3.K./ 
Singhanias Group. H/s Kirloskar Sons & Cq, have stated 
that the Various partnership concerns functioning as 
i'lanaging Agents included under one group by MIC are 
"absolutely independent of each, other". Pl/s Kirloskar 
Associates state that "Kirloskar", a trade name, has 
been purchased by a man agsdv company. 
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out in Tabl3-Ii-L. A substantial reduction in tho nuh.L.or of 
companies now rsgistered undor different Houses, !'irr tai^en 
piece. ; p 

13. The exclusion of companies is not confined to a 

fau or small undertakings of tho Houses, To ana the nature 
and mnanitude of the exclusions (companies covered by I t PId 
but not rogistcrori under the nRTF Act) one has to identify 
the names of the important CoiTipanios now excluded from the 
two largest Houses, narncly, Tata and Biria. Bsf'cra one 
lists significant exclusions it is necessary to mention 
the mergers, take-overs by Government (as in the ease 
insurance compnni cs ) , . and liquidations., Secondly, those 
companies which ,aro known to hnva changad hands should elso 
bo oxcludejd, thouch it is a difficult task. Thirdly , id 
needs to be mentioned that apart from the limited nature 
of the G ICU criteria, there is also a restricted definition 
of 'undertakings’ which noed to be registered under the 
FiRT P Act. Tor instance, as nor the I'TUF Act dofinition, .all 
investment companies . get excluded, from obligation to register 
themselves under thu Act. 


( 1 3 ) INDIA Ui Q H,.i£h Pauo.rp d. EjiRPxt ,Lj3,fpiQ.lfe.t.Q.p„ 

an.ltilRLil,Ac.ts.: Report, Delhi, 1978, pp, 244-245, 
(Sachar Committoc Raport), 



TablG - III 


S ho u inq Mumb^jr of Cgrapanies Uncigr Tuenty 
J-nr nar Industrial Houses (H-PIC) 
nnd riRTP Act (CICU') 


S.No. i 

: ''"'i 

House 

ilLPIC 

.T 

j GICU i 
1 1 

' ' ' • , 1 

excluded 1 

- - — . -L, 

Ad dad 

f 

t:. ■■ , ■ f: 


1 2 

! rr ^ 

1 3 T 

f . . if. 

4 ! 

5 

1 . 

AC C 

5 

5 

1 

1 

2. 

Bangur 

93 

43 

49 

7 

3 . 

Bird Hoilgors 

76 

25 

39 

7 

4. 

Birla 

203 

70 

130 

17 

5. 

Goenka 

69 

5 

50 

1 

6. 

IC I 

6 

7 

0 

1 

7. 

3.i<. Singhania 

47 

34 

17 

6 

a. 

Kilachand 

24 

1 1 

5 

0 

9. 

Killick Kapadia 

17 

13 

10 

6 

10. 

Mafatlal 

84 

20 

9 

5 

11. 

Sahu Oain 

29 

11 

23 

0 

12. 

Sarabhai 

29 

9 

21 

4 

13. 

Scindia 

8 

3 

4 

0 

14. 

Sriram 

36 

13 

10 

4 

15. 

Soorajrnull Nagarmull 

104 

7 

79 

1 

16. . 

T ata 

70 

33 

36 

8 

17. 

Yhapar 

59 

36 

22 

8 

18. 

tialchand 

29 

18 

7 

0 


Total 

98 8 

353 

51 2 

76 


* i'Tartin Burn and Andreu Yule Houses are not covorod 
by the HRT P Act 1969. 
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']4. Tctalo lists somo of tho uall known CQ.iipanies 

cf the Tot .3 Hgueq which ers not pcovored unocr For 

instance, Tata Industries (fcrmorly. a r.pox nana'iinc ayency 
company of tha Tat ns) , Tata dohnsen , National i^-Cko hndio 


ano 


Fngin;.erinc, and Investment Corporation of India 


(ui th 


its subsidiariesrUnual Industries rnd Indian Steneard 

Tnetal Company with NaVnl Tata es Chairmen) arc i.iisuing 
from the GICU campaniDs. In g 11, out of the 70 comprnios 
as pur ILPiC only 26 are nou treatod as hulonoiny to the 
T atas. 


15 ^ Table sheus sane of the important Companies 

of the Birla House uhich are nou net n part or the House, 
as per FiRTP Act registrations. It as ci'jnificam- to note 
that many of these cornpanios have a Birla as ChairiTir.n. A 
scrutiny of the shareholding structure and the Boords of 
rianc.yemcnt would also clearly show the ricgrc'o to uhici 
the spirit of the MRTP Act has boon uiolateu» In thi. c as-w 
of Birlas the excluded companies are the largest in number 


16 , Impact of the exclusion of many largo companies 

from the Houses may be seen in terms of the reduction in 
tha assets of the individual Houses. In the case of the 
Tntas, the cstimatod total assets for 1966 (JLLSJLC) were; 



T able 

- 1\J 




Shouinci Sqitib of th 

e Important 

Com Da 

nils s 


u/ri_ich pro not 

Reqistdrod 

under 



House 

of fntas" " 






( Rs 

. crores) 

S.No. 

' Company J 

Asse ts in 

1966 ! 

■ ^ 

Assets in 1977 


li^: Ill 

3 

f 

! 

f 

4 

1 . 

Ookak nil Is 

Ltd. 

4.06 


13.39 

2. 

Goodlass N 

IMerolac 

2.63 


7.09 

3. 

Tata Merlin 

1.01 


6.85 

4. 

T at a f iilla 

8. 27 


13. 54 

5. 

Inv/Gstmon t 
Corporation 

5.93 


6.74 

6. 

Tata Finlay 

2. 21 


3&.74 

7. 

T ato H ydro - 
Elactric 

1.08 


— 

8. 

General Radio 
tond Appliances 

2.32 



9. 

Indian Standard 
Metal 

1 . 61 



lo- 

Indian Coment 

Cc. Ltd. 

0. 04 


0.30 

ll. 

Tata Industries 

1.87 
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Birlc Cotton, Spin- 
n i n g on d Ug a v i n q 

Electric Construc- 
tion & Equiprnent 
Co. Ltd. 

Indian Rayon Corpn. 
Ltd. 

Oudh Sugar Hills 
Ltd. 

Filani Investment 
C orpor '"tion 

Un Ivor sol Cables L' 

Upper Cange Sugar 
mills Ltd. 

NeiJ Suadeshi Sug-'.r 
mills 

Nau India. Sugar 
Fiills Ltd. 

Tunnbhc.dra 
Industrins Ltd. 

Universal 
Electrics Ltd. 
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Rs. 505. 36 croros, Ths assets of the Companies not covored 
by GILD uoru soon to bo R3. 44.60 croros; a loLJoring of 
assets by nearly nine per cent. In the case of the Birlas, 
the IbPIC estimate of tho House assets uas Rs. 457.84 crores. 
uhereas if GICU uos the basis the Birla House would be seen 
to have had only Rs. 312.04 crores; a louering of assets by 
nearly 32 per cent. 

17. By adopting differing criteria the composition 

of Houses can get varied. (The size of the assets under 
control of the House would correspondingly get reduced by 
the extent to which House Companies get excluded. In this 
manner, one could show that it is possible to evolve 
criteria and definition under which the Houco concept may 
got. reduced to a single company. By adopting two sets of 
definitions, very substantial reduction in assets of a 
House can be shown to have taken place. This is now being 
advocated by some parsons. Let the Houses go for voluntary 
break-ups, it is suggested. If this is how we face business 
and economic concentration, why talk of concentration. Follow 
the Indian proverbial dictum;' I see no evil, I hear no evil 


(14) A detailed discussion on this aspect follows in a 


r?.nrJ I srnell no evil; ; 

po rst e 18. It is only naturni tn ask > 'jhat riiould ba the 

. ctice s " 

Basis critaria far tjoterinining cofTipcsition of a Housa'- And nho 

i-lQiJsa ^ ' a ; ^ 

■ a si ti on should be. responsible for this uarkV bna ansuer 'ca xhasa 

uould bsqin assigning the! responsibility to 
Commission. This inclood has already been suQP]astecJ by the 
Sachar Committee. But one limitation of all statutory 
commissions is that they have to cpc'r''tQ within the nerrou 
frameuark of legal soruvisions ■ — uhich is quite oifferunt 
fr.jiii the corporr.ta and business roalitles. Once the 
criteria for determination of .a House eomposition is;^ m 
public (as would be a pro-requisito for administration of 
■any onectmont) an army of law exports and corporate adviser 
would got into oreration to suggest the House rrinnagoments 
to affect changes in ownorship and company structures tc 
avoid cttro.ctiun of the legal provisions. In the organised 
corporate soctor it. is quite easy to make adjustments. The 
law may suen to h.ave been adininistorcd but the spirit of 
the low can be conveniently evaded. Ttiosc who have known 

(is) Uith due apologies to Gandhiji, 
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of the functioning of Government Dopartrnents onci ragulor 

Commis oions in India uould onxy bo able to cpprcciato ths 

strength of tho above argument. The argument would hold 

oven more true if n Government Department uns to be assigned 

the above rosponsi bility. Houevor, since there has to be 

came independent and official agency to suggest and administer 

the critoria, the responsibility cannot be left to any group 

of social scientists either. It seems more appropriate that 
set of 

while a broad/cr iteric may be indicatod in the flRT P itself, 
there should be an ever riding clause under which association 
of a company with a House could be decided after taking note 
of the Corporate practices. 

19. Additionally, there should be a provision to 

appoint a committee of experts which should examine com- 
position of Houses every five years. The Committee could 
the the 

be on/lines of/ Finance Commission. For achieving better 
results, studies at Universities should be encouraged and 
soma special research centres established to undertake 
studios on/continuing basis. 



chapter - IV 


THE CONCEPTS. 
EONCEN TRATIO ?^ AiCi 
ECijl^OlTIC 'PGUER“ 



1. C-ncairbration is a stotistxcal measurs. Ona 

Can rriu:;sure it in terms of tho share held by a unit, or a 

Graup; in the output of a commodity or as percentage share 

in the uar.lth and means of production in a sector . A 

number of studies have revealed that the uorking of the 

planned economy has ’'onecuraged the proccsEi of concentration 

by facilitating and aiding tho grouth of big business in 
(l ) - 

India". i-nipirical avictsneo on th^ relative share and 

r,r...'uth of big Business in India shous a feu Houses had 
expanded fast during 1937 and 1950 , the combined shr-re of 
tho tuenty Business Groups had risen significantly during 
the period of 1951-50. The share of tho top feur Groups 
it^ the private corporate assets incroased from 17.9 per 
rent (l95l) to 22. 34 per cent (l958 ). The [er-ctice of 
taking paid up capital (bUC) or assets as tlie basis for 
exatnining changes in thu degroe of concentration in the 
private ccr[oratc sectoi' was- also c/’optGd by the kenopolios 
Inquiry Cnmmissi.n, the Industrial Licensing Policy as well 
ro the ..RTP Act 1969. 

(l) For trends in businosc concontr atien , seo Chnpter-i/. 
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2. Thii tnonsuro af conccntmtion in privatu c._.rporate 

assets has invariably bi-cn troratcd as a fneosurc of cancan- 
tfation of ocononic poucr. ■' ’Economic poucr’ undoubtedly 
omurgas from tho assuts under control of n House; but control 
of assets, by itself is not rn adequate monsuro of the power 
of a Businc'cs Group. Tho basis far d storm in ing ’economic 
power' would have to vary with the context in which the 
powor is sought tu be identified. For instance, sizo of 
House assets may indicate the rolatiue size of the ’ empire’ 
but it docs not show hew powerful or influential tho House 
is in the social, political, administrative or even business 


( 2 ) Uhile Haznri noted titat ths percentage share in . ' 
the assets was a quantitative mcasuro whereas 
economic power had qualitative character, in prac- 
tice, hv. equated concentration of economic power 
with asset concontratien. Hazari, S tructure of 
Co r no rate Sector, 3. Conceptually, Hazari 

confined the term monopoly to monopoly in particular 
mr'.rkcts or industries and- referred to monopoly of 
capital no 'concontratinnV of economic poucr". 

Hazari, R.D. (cd) j!lQ.nQ.D,Qli.a.s., and Their Reoulation in 
Igdia., Papers Read ct the Indian Economic Conference, 
Calcutta, 1966 , Popular Prekash.an, Bombay, p. vii. 

See also •.i:1.I,C Report p, 122 and Chapter I "Concentra- 
tion of Economic Power: Dofined" pp, 1-2. 
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lif 0 of the eountry. Let us tcka an instance uhar;; tuo 

corporate entities have oxactly the some size of assets; 

in one case the provision of supplies and raw materials 

made by Government and the entirQ output was procur J and 

distributed by the Government; in the other case three 

uas no involvement of the Government and tho antarprlso 

was free to fix prices and bargain in the upon merkar. 

Gould one say that the ’economic power’ of the tuo 
the 

entities uias/ same? Obviously, the second company enjoys 
a much higher degree cf power in the market than the 
former. Similarly, the economic power of a largo and 
monopoly company would be higher than that of a company 
operating in o competitive or rogultoted area. 

3* 'Economic Power' in India, is a matter cf public 

concern for two broad ronsons. F ir stlv . ’aconomic power' 
wnun seen in tho context of business, industry and trade 
implies domination and monopoly with consequences like 
exploitation of consumers, high profits and adoption of 
predatory practices - all thoso dovolo pinents which do not 
allow cempetitivG market and priva.te initiative to con- 
tribute its bust in service of the socioty. And secondly , 
public concorn exists bec,nuse of the capacity of big 
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business Houses to influoncu public policies, administro- 

tiuo systems, political partias and other social groups. 

' ' 

The former is * bus iness power ' and is basically restricted 
to docisions within the corporcste private sector. The 
later is economic power in terms of capacity of big 
business Houses decisions with regard to formulation and 
irnplemontnticn of public policies which concern a much 
wider area of operations. ’Economic powor' vis-a-vis. 
government and other public institutions emanates from 
the size of the 'financial resources’ at the command of a 
House and its capacity to bestow patronage ' — may it be 
through offering direct financial help, appointments as 
distribution or supply agents, recruitment to positions 
carrying high salaries or in providing ordinary facilities 
like guest house accommodation, medical care, allowing use 
of car or taking care of other personal needs of those who 


happen to enjoy political or government power. Strength 
of Houses is not because large resources are under their 
command, Viowod in this limited perspective, Finance 
f'linistQr.of a country has command over far larger resources, 
i>#ian compared to any one single House, The difference lies 
in the fact that Finonce Minister is accountable to Cabinet, 
Party and. Parliament for each' .pdisa ' collect ad or spent; but 
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private mnnagoinants hova no such public cccDuntability. 

Size of "issots undar control of a Housa by itsolf docs 
not suggest nature and capacity of the House to c^erciss 
influence in the country’s ovurall life. 

' Eco nomic Poucr' y uhon equated ulth size and 
degree of asset concentration, only suggests mnrkot pnuor 
of a business House to face market onslcught, reap 
advantages of 'internal economics’ like benefits of largo 
scale production, higher capacity to take up risky and neu 
invostments, undertaka specialization, set up rasoarch and 
training organizations, and capacity to borrow and mjbilizo 
financial rusourcos. In its worst form market powor may bo 
oxercisorJ to destroy competitors and oliminato ccjmpotitive 
initiative. In contrast to this, operation of oconomic 
power in realm of public policy, political life and admi- 
nistration sc-eke to influence public policies (not only 
fiscal, industrial or monetary but even foreign, educational 
and social ones) to give an orientation that would protoct 
and further their own interests. In operational terms 
.'economic power’ is exercised to obtain industrial licences 
in otherwisQ prohibited aroac and to establish monopoly 
position, preference in obtaining priority in sanction of 
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sc arcs raw mctariols, easy and cheap finance and sympethatic 
and favourable consideration from f inancial institutions, 
public agencies and Government. 

5. Soon in this perspective, oconomic pouer of big 

business Houses, inriiuidually or collectively, cannot, be 
mcasurod in terms r.f assets. HoucuGr, for those uho uould 
like tu use assets as one ini-’icntor of ' countr y-uise ' or 
monopoly capital concentration, somo of the limitations of 

* assets' need to be pointed out. Llt-sily, assets under 
control of Houses are taken from company Bolcnco Sheet of 
ossots, uhieh is quito different from the real worth of the 
assets and refer to 'bock value'.. Bock value is neither 
as indicator of market value of the assets nor. docs it 
reflect the rcplacomont value of the assets. Book value 
of assets is i rriveej at by reducing depreciation from 
original purchase prices. Theroforo, normally, assets 
purchased thirty or fifty years back would continue to be 
treated in terms of prices then prevailing. Additionally, 
in India, as wa all know, fiscal policies of Government 
allow for a high leva! of depreciation on capital invest- 
raents. Within a period of S-6 years book value of 
machinery, practically comas to zero. Older a company, 
larger the elsmont of undarostim.atlon of its assets. 
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6. Sg condly y assets cf n corporate entity arc 

based an tha official purchase value. In India, all 
large industrial undertakings have imported mnchinGry 
far which the requisite foreign exchengo was made avai- 
lable to them at official exchange rate. Invariably, 
market value of imported machinery is substantially 
higher than that of the machinery that is locally pro- 
duced. This is GO fur tuo rcasuns: p.ne., official 
L-Xchangc rate fur a long poriod uas much louer then the 
open mr.r!<Gt rent:; and ti.m , parriiiscion to import mc.chincry 
yas not cosily granted. All imported machinery carries 
premium which does not Qu.t reflected in ossots, os shown 
in Company Balanco Sheets, 

7* I]\ir,d.l_y,, for ectriblishmcnt of nearly all large 

undor toki ngs, uhuther in public or private sector, Cnvorn- 
mont help is obtained in acquiring land for construction 
of ino'uctrial projects. It is not only cunvonient but 
"loo chuapor to got allotment of land from or through 
Covernmont. In Fact, it has boon seen that large crons of 
land uero made available* at nominal price by nearly all 
State Governments, to attract location of big sizod 
private sector projects. Similarly, largo industrial 


59 


projects get rflv/cntagB of govarnmont quota at control 
prices (uhich nro invariably louar than open market 
prices) for its supplies of cement, iron and other rau 
motoriais. Book value of land and buildings, thorefore, 
ic a gross underestimation. 

6. Under osse ssment of fixed assets apart one has 

to also appreciate that size of assets of an industrial 
concern docs not take note of concessions, sanctions and 
other ’rights’ uhich an undertaking acquires without 
incurring financial expenditure. For instance, Hindustan 
Aluminium, an wnterpriso of tho Birlas entered into an 
ngrecoent with U.P. State Government under uhich the power 
supply to it was made auailnblo at a subsidized rate. 

Nearly, nil large industrial GntorpjrisGS enjoy the privilege 
of securing annual supplies of scarce or imported rau 
materials at a price uhich is substantially loucr than 
the open market price. Industrial assets do not quantify 
value of tho ’associated sanctions and cancossions’ which 
go a long, uay to determine the market vcluo of the assets 
of an undertaking — which aro in a way indicators of tho 
business importance and profitability of invostmonts. 
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9. Asssts of a corporate undertaking also do not 
reflect the ironctary value of technical collaborationsj 
pntonts and othor material agreements, uhich place a 
Goncorn at a much higher level in the market vis~n~vi s 
others. For instance, net, assets of 3 trading concern 
may bo insignificant but ’agency agrsrments’ and consumer 
acceptability of products handled by it can bo such that 
markot value of tho trading unit may be a multiple of the 
book ValuB of its assets. 

10. Estimates of Assets, under control of a House, 
uhen based on Balance Sheet data, would be on the louor 
side; and additionally > these do not reflect market Value 
or business worth sinco 'assets’ do not take note of rights 
ocouired, other than physic.rl goods. Thorofure, it oppearE 
that asset concentr aticn cannot be an appropriate basis even 
for purposes of the limited objective of Business Power, 
leave aside economic power in relation to the society in 
general. ■ 


• Size of annual turnover^TO) has sometimes been 

suggested as a measure of economic power of a business 
House. Reasons for adapting ’turn over’ instead of 
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' nssDts' may bo: Una . by taking annual aggregate turn-over 
of 0 buusu, t'. a large extent one gets aver the problem 
posed and pries changes over time. Turnover data can be 
adjusted for price rise to meet the argument that assets of 
new Tind old companies cannot be equated. One can even take 
note of industryuisG price trends and make adjustments for 
sectoral price, variations. It could even bo possible to 
construct a composite Index of the relative importance of 
bJusiness pouor unjoyed by different Houses end noto changes 
in the economy. 

12. Apart from the conceptual limitations, a basic 

lacuna in the exorcises, undertaken so far, to assess changes 
in asset concentration has been in the unrealistic assumptions 
made for estimating aggregate assets of the private corporate 
sector. To estimate aggregate assets of the sector, metho- 
dology adopted by Sostri and Antony, Hazari and the illC uas 
to blow up the PUC , of the non-government and non-banking 
corporate sector, by the RBI observed PUC to asset ratio 
for the year. The basic assumption in the estimation of 


( 7 ) Scstri and Antony "Capital formation 

Business Sectors in India", in Rap, V. K 

on National uol. 

fornbny, p. 163; Hazari. .Itifi" Structure ... 

Private Sector , p. 1 S. . IlCilft.. ' :.(qiC :RQpn.rt p ^22 


in the Corporat 
R» and others 
.II 


-flX- 


Asioj 1960y 
th,,e Coronrat 
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nss 3 ts of the corpornts 
a uGfinitG and prccisa 


private sector was that there is. 
relationship be tueen PUt , assets 


and capital stock. The relative importance of the Hou 
has, in substancG, been observed in relation to the PU 

of the sector. Tho rnsthodology has a built-in-bias in 


f,ovjur of Large Houses; resulting in c 
underestimate of trends ane degree of 


stirnates uhich cr3 an 

{ B ) 

asset cencantrntion. 


■] 2 . Size of turnover of a House uould raveal annual 

scc’.le of operations of the House in relation to others and 
the economy. This itself is important; hut i'c may also 
suggest the size of annual purchasoo of the House. The 
size of purchases is significant because it gives an indi- 
ca'.tion of tho magnitude of the transactions uhich offer 
apportunitiSG to patronize and manipulate prices in r. 
manner that could leave certain underhand margins in all 
purchases and sr-.les. Corporate sector, all over tho world, 

is known to accopt commission, a. percentage uf rhe value 
of the transaction, as a normal business practice. I'uany 


(S) Soc, Goyal, S.K. "The Concept and Munsurarnen t o f _ 

Concentration", a paper submitted at the bominar 
on Monopoly and Public Policy in India, Univurcity 
of Bombay, 16-18 March, 1970, 
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a time such expanses era shown under respactabls expenditure 
hondss sales promution and public relations. What holds 
true of purchases, is equally true of sales, 

13. Statutory price control over Indian industries ' 

under the Essential Commaditics Act is limited to only a 
feu commodities and this too is more of informal regulation 
than formal end statutory. The rrea of ’product monopoly’ 

is uory large. As r. result, distribution agencies 

for a uido variety of cammeditics carry premia. The deci- 
sion to appoint agencies, obviously, rests uith managements 
of supplier undertakings. Granting of ’selling agency’, 
poTticularly if products involved had large ready rnerkat 
and uere- of essenti d natura or uers in short supply, 


( 9 ) lor 0 discussion on nature of price control in India, 
SeeJ Goyal, S.K. "Nature of the Price Problems — 
Some Questions", Seminar on Economic Policy Options, 
Soptumber 24-25, 1977, Nou Delhi (I'limco), 

( 10 ) It is interesting that uhilo I’ilC showed existence of 
High level of concentration in ’64’ out of 100 
products selected on the basis of importance to 
the ordinary consumer, the number of Dominant under- 
takings under tho ^RTP Act, arc only 35. Sac MIC 
Report, pp. 30-32. ' ^ 
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refiulting in highar mnrtet price than prices fixed by 
Gouernrnent, is a matter of favour. Uhile size of product- 
uisB turnover uf Houses may help tc provide an indiention' 
of the product monopolies, assets do not give any such 
information. 

14. Turnover would -ppuar to bo a somouhat batter 

basis for measuring even business poucr than assets. But 

it Cannot directly be token as basis of ' economic power' . 

rioro relsvant data uould ba- the sire of annual publicity 

budgets of Houses. Publicity oxponoiturc cr.n be directly 
used to patronize national and regional press, influonco 
editorials anr' news display. In r. domocrr'tic society 
ociitorials and slant of news reporting gets quickly 
noticQc! by GevcrrviK'nt, Parliairiunt and political partioS. 

Use of ndvortisomcn ts for influencing public opinion or 
explaining mr.n ngeinon t vioupoint is quite common. It is 

not a matter of sheer coincidonco that apart from publicity 
budgets, all important Houses oun newspapers or chains of 
neuspnpers. If Birlas own H i n d u s t qn Time s. Tains, Ti mes of 
Indio; Goenka Indian Exp ross: and Statos'-nn is knoun 

to be jointly controlled by prominent inc'ustrialists, 
including Tatas. . Power of tho press cannot bo over omphpsizod 
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15, To study tachniquns amplQycd to influence public 

policies one uould have to understand the mpdus operand j 
tho operational system of different 'Houses’. The 
institution of Public Rolations Officers is known to be 
a powerful ono^ in gutting individual cases of government 
Opprevals cx:.cditecl. Tlo re important, however, are the 
attempts mode to influence perso nali ti.,. s who count in 
politics, Parliamont and government. The first task in 
gaining influence over the political and administrative 
system is in establishment of personal contacts and 
obtaining of opportunitios to put forth business viewpoint. 
Second stage in the process is raacheduhon persons occupy- 
ing positions of authority aro pursuadod to accept small 
favours from industrialists and businossmen, Tq come 
closer to political porso nnli ti os, repressntati ves of a 
Hous^ may, initially, make voluntary offer to mobilise 
financicol rusourcos for election or party activities. 

It may, additionally, make available infrastructural 
facilities of Houso Companies (Guest Houses, transport, and 
assistance of employees), or grant lucrativo sales agencies 
which unsure regular income to relatives, friends or 
others (on recommendation of tho, concornod political 
pc rson nl ity j , Once a Hoysu helps a political party 
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and its leaders start depending upjn House support for 
quick resource mobilisation, third stage in exercising 
influence on public policias can be said to hnue rocchod. 


16. It may be debctablc, uhetin_r 
uxorciso real gevernment authority or 
oorvonts, who are othoruiisc supposed 


pu bli c r e pr u; sc n t at i vq s 
the top leu cl ciuil 
to Ijo functioning under 


eiractions fram political reprasontnti ucs. The fact, houcuer, 
docs remain that at operational levels, Jacici..n making 


authority is exercised by civil servants only. T’nie is 
well understood by private rnnnageiiicnts and ndequatG steps 
nro taken to establish direct communiection channels Jith 
them at all levels of administration. It uculd bo wrong 
to describe ’ seci al izntion ’ ns corruption; and yet it is 
hard to draw n clear r'ictinctian hotuecn the two. Personnl 
contacts uith civil servants, particularly the ones in 
economic minist..,rics, prove great acset to business cociauni ty. 
fioro established an industrialist, the easicir it is to have 
access to top civil servants. Senior industrialists come 
in contact uith top government servants at various levels, 
apart from visiting them in connection uith uork relating 
to thoir business. From time to time, private industrialists 
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riTL: ap p:;! ntod ^,n da vorniTien t curnmittecc and included in 
lielegacions alonguith senior civil servants. One also comes 
across cases uhere civil servants havs boon nominc'ited to 
Boc.rds of I Ian ngemcnt s of, private companies. But the most 
significant instrument of establishing meaningful links 
at tiic top level is by arriving at an undarstnouing for 
pos u-retirumont ample yment and accommodating relations in 
□nu or other enterprise of tho House. Senior civil 
servants uichinn tu join private umplcyment are required 
to obtain prior government permission. This obligation, 
however, is very often circumvented by taking up advisory 
or. consulting designation with House Trusts. It uould be 

a usofui lino of investigation to preparo n list of 
retired c servants or immudlate relations of the 
serving civil seruants who are of companies 

■jaSpSjic 

17. Economic power of a private large business House 

is based on the fact that the managements of private com- 
panies have no public audit, no given rules for employment 
or fixing salaries, no fear of questions in parliament, 
and no appearances baforo Public Accounts Committoes. 
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The discretion to mr?.nr.go a coiripony is total, ThuS; uhilo 
excjnining: the quostion of sconomic pouor in private hands 
one Cannot limit onself to any one indicator i . a . '■soats 
or turnoucr under control of a House. House operatianE 
nesc’ to be seen in terms of relative strength in nrnnting 
matron age; and causing materiel benefit to those who arc.) in 
position of authority. 

18. Closeness of Indian Businoss Houses to In:d.an 

political parties and their leadership is nothing ncu. 

The sGods of it uers sown during tho national struggle 
For political indepcndenco of India. Birins had never 

made any secret of their close contacts uith the Indian 

(11 ) 

dcticnol Congress. ^ The House of Totns pravideci 


(ll) iiany top leaders uf national movement anc! their 

families ucre helped by Indian businessmen. Far 
instance, Taunharlcl Hchru spent sunmor, at J.K. 
Singhanias Guest House at iiussoorio; Per shot '’.mins 


laridon uns uirtunlly a family member of Si n._,h anics, 
Birlas hosted Gandhi .and many professionals under 
omploymont of Business Houses assisted tho Congress 
in sBcrstoriat work. See S.A. Bu sinoss 
liQd — Pgl- lt 1 c. s in India . Berkeley, 1974 and Birla, G. 
ln-_t hc SlvacJou of . flgh ntrna . Orient, Calcutta, 1953. 



sccretarint to National Planning Committea, 3amnalal 
tajaj continued as Traasurer of the Congress Party. 
Suctnntra Party had a host of industrialists associated 
with it. During thu Emergency 1975-77> a number of 
industrialists belonginG to large Houses ucre actively 
associoted to raise funds for the ruling party. 

Llith Jonto P-rty coming in puuer, the connoctiens of 
business Hous>,s have not got suverod. The family 


( 12 ) i<.K. Birlo and Charanjit Singh (C'oca Colo) wore well 
known in nobilising funds, Deeps and other support 
to Indirn Condhi nnd I'i.A. Chidanibrum (.-'iurgappa 
Chntior House) accepted to bo Chcairman of Haruti, 
n Sanjny Cnndhi onterprise ant! number of inc'us- 
trialists had supported the small car project. 


( 13 ) Sane cxofiiplo; 


association with private business 


Wiron Shah of ukand Iron (a Bnjcj House Company) . 
naw^a membur of Da.nata Executive; H.d. Patol, Home 

’ 0 ktr.'. I.t-.S, ont- uith nllcgod involvement 
in iiunuhra Casa; Pilluc Mcdy, formerly a member of 
Suntnntra Party (which was promoted by Bombay Indus- 
trinlists); Biju Patnaik, himself an industrialist; 
y. Shankar, Principal Secretary tc Primo rUnister 
(a Rtd. I.C.S.) uas Director of the FICCI promotod 
Foundaticn for Scientific and Economic Research upto 
Harch^1977, when Danata came to poucr; and N.A. 

alkhiualoj Ineia'^s Ambassador to U.S, was Dii^ootor 
of Tata Companies, 


rtnc; the 
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rGlationship of norerjibhai Oosai with Krilcskars 
closonosG of Oajaj House tc the Onnnta pcliticnl leadership 
Cannot ba uholly takon a matter of coincidancQ. Ass.ciction 
with ruling party and Ministers may not aluays bs sxplaited b 
business Houses to further House intorests; but th. very fact 
that a particular business House is soon to be close to the 
pouor structuro, giuos the concerned House an .added preotigB, 

and therefore cnprcity to exorcise influence on public 

policies. Gouernment potronago rnenns lot cnyuihorc 

but in an oconomy of the typo of India, it cr.n help a houso 

(15) 

to grou in a phunomonal manner. 


(1 4 ) Former businuss associntes and employeos of two d 

Houses, TatoSjBirlas, or priuotc industrialists 
of thoir cun standing are knoun to hauo hold 
ini; ertnnt [.ortfolios in Central Cnbinot durinc; 
post-IndepondsncD era; John Mathni (Tato Assoc i^-sto) , 
Sh'unmukhr.m Chotty and T.T. Krishan,aiTirc:h;;ri (known 
tu; be olcsu pto.-' Bir:ln} , pK . C . .cpnnt ( an :Uwplo;yoQ of dac' ^ 

: Birla ■Company) --"dal'l: Minanco^-Mon Istorsid K, 'ded^ ^ 
Snnth,an .■■.m (editor^of n Birin Nouspaper) a Minister; 
Scoctiin Chciudhry, S.S. A.K, Sun (each one a 

Standing Corporate Lauyer of Companies of Birlas). 
,C.P. Sinha, fonvier Chief Justice of India, accepted 
C'iroc tur ship on a ddundhra Company. 

(15) Seo . ILPIC Report, particularly Chapter I^, for 

examples in which fawourable troatmunt helped 
growth of individual houses in a subst.antial 
manner. 
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Pow:-r to influence, uhen derived purely from 
non-economic sources, does not last; but political pouer 
Can bo omployod to build a quick and a wide oconomic base; 

end later, it perpotuatos itself. Risks ossneiatod uith 
expansion of ,:sscts under political patronage are higher 
if House size was small. The clement of risk tj top 
houses is negligible, as a uido base has already been 
built up. Uhetover changes in political system take place, 
large Houses continue to surv/iuc and flourish. Hay be, a 
House comes under shadow for a while; but soon it would 
pick up tempo in its expansion,, may' be ' , uith a 
vengeance. It is achievement of such a scale and diver- 
sification which gives continuing oconornic power to a 
House. Growth of Houses, stabilizes itself in a permanent 
position of influence and bestower of p.atronagc which has 

wo have already reached, this stage, in complete contrast 
to socialistic pretensions of Government and all . political 

Of strong hatred and condemnation of' feudal capitalism' 
that may be voiced by positions in authority, very little 
can be done to tame the top business houses in India. ' 
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In^: ivi duals , uho nrc nQgrassivc , udcal j pclitic ally 
important or seen to bo lagsndary Figurus nnd claiming 
thDmselvas to bo man of political destiny, are in for 
ronl frustration if they fail to assess strength and 
character of the all-pervading character uf 'economic 
pouer' enjoyed and exercisod by business Houses in India. 

20. 'Economic pouer’ cannot be measured statis- 

tically, the degree of concentration can be. To equate 
as set concoptration in private cerporate sector with 

oco nGm ic p:.quic_r is not only unreclistic but can also 

prove to be misleading. Size of turnover and assets havs 
undoubtedly, to bo traated as an important ingredient of 
Gconcmic pouer but these era inadequate in themselves. 

Tc identify the magnitude and nature of economic power 
enjoyed by Big Business in India, one would have tc 
take note of r;ll such factors which give power to influence 
.-.nd distribute patronage. In addition to assets, turnover 
dahtb-ppref its ;ofp Hbeeas jj; q t'ake-^^nQtedjof :j'ths::;;-;|^ 

nature of products, produced and economic activity, 

(ii) locational spread of ocenomic activity, (iii) character 
of market — fully, partially or non-regulated , 
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(iW/ rclctionEh ips uith paliticnl parties and leadership, 
(u) associations and status with the administrative system, 
(ui) size of the public relation sat up and publicity 
budget, (vii) acceptability oF thq maitagement and their 
standing uith trade and business associations, and 
positions hold in banks and other financial institutions; 
(viii) nature of business associatiDns uith international 
business, business activitias outside India, (ix) broad 
anc rough ostimato of the size of 'unnccountod money', 
emanating each year uith the House; and (x) numbor of 
ernploycos rocoiving high salaries. It is only too obvious 
to mention that company donations to political parties 
anc numbor of employees uith political and civil service 
bockgrouno uould also need to be examined if significance 
01 economic pouer is sought to bo discovered. 

Another conclusion nueding emphasis is that 
proportionality approach (i.a. measuring percentage 
of share hold) to the question of . concentration of 
economic power has very serious limitations. Business 
Houses enjoy economic pouer and influence which is 
raiotinfl to both, absolute and ralatiuo size vls-a-oi. 
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others, uhen taken inc'.ividually and ri_qt rjollcctivaly. 

The influe ncB exercised is aluays dispraportianatoly 
larger than uha.t one rnny see in size or share in the 
o ver all. ^ ■ 

22. The term ’Economic Fousr’ has been UGcti di rTcrcntly 
end there has been only a limited discussion at politic -1, 
academic or gouernrnunt Isvsl. The question cf cconornic 
power cannot bo discussed within the narrow tr ;:...cu;.;rk cT 
economics. It is a sub joct mattes . of political 
economy. 5tuf!ies in the area can bo undertaken on the 
basis of extensive data and information on the functioning 
of corporate and industrial suctors. Inuiuir'ual researchers 
cannot deal with the subject, com prehc nsivo ly. The need For 
inotitutionr.l support and willingnoss on the part of 
Government is obvious. But, if one strongly suspects 
the existenco of private economic power, can one afford 
to be optimistic about research being sup-orterl in this 
area? Uould not economic power bf Big Business operate 
to frustrate institutional research and investigation 
efforts on the subject? One has yet to wait for anything 
;mean;inghu;l::-:topha;:;pon::;'Pt3ut:fe:st'a:bli-slim:Bri:t^^:^ 
for the so-c-alled research have already corno up, e.g. 
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Foundation fur Seiontifie and Economic Rosearch (housed 
in FlCCi building), Birla Institute for Hesearch, and 
House-sponsored consultancy centres. The publlcotions 
brought out by them have already started bearing 
fruit. 


(is) See: Vonkatasubhlah , Enterprise and Social Change 
yikas, pel^ Thakurdas, P. , Tata, O.R.D. 

Birla, d-TJ- and others, nem urand u m Outlinino A 
Pl.nh_....o.f Econainic Dev elqp rnant. ri945)? and 200 
Top Indus tri al Heuse s (ESf-iF of FICCI). The 
number .,f |:apGrs circulotod to a Committee of 
Oanatn Party, which is inquiring into the subject 
of monopolies, Houses and 'economic power is an 
indication of the type of research activity 
undortakon under sponsorship of Houses. The 
two main points now being emphasized are: (i ) there 
is no Cose for regulation of private monopolies 
as this would prove to bo counter productive; and 
(ii) the degree of concontration in Indio declined 
curing 1972-76 , ijwSj/ Hrs., Gondhi era! /during 


CHAPTER M 


BUS J iC.S3,.CjU^ 


EtJIilfi J lEM.,,. 


1937. to- .1975, 



1. This ch-^ptsr is an attunrpt to ..-.xarninc: brond 

■ " (l ) ■ 

tronds in ' businssG ccnc ontr ation ’ in India sinca 1937. 

The ybnr 1937 has special significance to t!ic Indian economy 
ac this year sau installation of Congress led Couornnients in 
n-'s.ny prouincos of India. In absence of the relevant tirnn 
series and comparable dots, one has to base tho otudy on 
official reports and other studies undertaken at eifferont 
points of time. Each study, in vinu of the ot jectivur; it 
placed before itself, evolved its onn definitions and con- 
c.^pts. Therefore, the data presented is, o.trictly speaking, 
not comparable. To achieve better comparability uo have 

adjusted the data, to the extent possible. And secondly, 
the comparison is confined to periods for which comperisons 
can bo made. Ua have not conctructsd a running series. 

As purpose cf this Chapter is to examine only the broad 
direction of chango in business concentration, uc. consider 
■:th a--- available 'datak and-vstudiG se to , be adcquate>f :3;r ■:'thls-v^ 
limited, ob jective, ■ k ■ ’;k;- vkk'k:k-^' ' ' '''k: k'" 'fk k: v-i 

(1) Uo ar w distinguishing betuoen business concentration 
and economic concentration, the format refers to 
:e ;:::k::e : lat or ; 

capacity of Houses to influence public policies, 
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% 1947 
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L ' ' I 

4 

5 


Europe an ; 





1 

C alcutt a 

36.96 

35. 23 

58-21 

31 . 25 

2 

Somboy 

1.10 

2.1 2 

1.74 

1.88 

3 

Madras 

1.25 

1.37 

1.98 

1.22 

4 

North India 

1.43 

1 , 44 

2.26 

1.27 

5 

(a) Sub Total 

40.76 

40.76 

64.19 

35.62 


Ind ian 





6 

Calcutta 

2. 57 

26. 51 

4,0 5 

23. 51 

7 

Bombay 

10.94 

35.75 

17. 24 

31.70 

8 

nodr-s 

' 

« -n ■ ■ ■ 

1* • 

ft « ' ' 

9 

North Indi^, 

2.1 7 

^ 2.41 

3.e+2 

2. 13 

10 

(b) Sub Total 

1 5.69 

64.66 

25. 71 

57-35 


flixad 





1 1 

Bombay 

7.05 

7.93 

11.10 

7.03 

12 

(c) Sub Total 

7.05 

7.93 

11. 10 

7.03 

Grand 

Total (d+b+c) 

63.50 

112.74 

100.00 

100.00 


* Compiled on tho, basis of dot'a .colloctad by Ray, Ranjit K. , 
Industrialization in Indi'a, -'pp*; 2S0-61, 



Gr 0 uth , of Inc- 1 an .Eysi nas s h ouso s i sS a po s c 


7 'Thirties phenomenon. Priuota organized corpQratc sector in 


India, 'to the cut-break of the Uorlcl Upr II, uas domi- 

(?) 

^nGtod by British Capital. Only a feu Inuion Houses 

could be conBidbred os of significance. T r.bla-I shoes 


the relative importance of Indian and for. „ign business 
Houses. Out of the total paid uf: capital (fUL} yf pH 
important business Housss aggr agate s'naro of Inoicn 


( 2 ) For on account of the importanco of foreign capi'-al in 
India during the prc-inc:epcnduncc era; see: Rungta, 

R “ P • j The Ris.C! .a,f .Bu .sl_rLC£.5. 

18 5 1-1900 Cambridge. 1970; B-..gchi, A.K. P r jv .at e 
Inv estm en ts in I ndia; 19 00-1939. C o;,'ibritl go , 1972; Ray 


Rajbt K 

Conflict in the Privat a Corporate Sootgr ; 1 914-1947 
Oxford, Bombay, 1979; Kidran, m. F'cr ej o n. In vt, s .t m.o,.n..t_s. ; 
in India . Oxfor.:!, Ncu York, 1965. 


usihess Houses sluring the period ucro mainly lianaging 
Agency Houses end each House uas seen inc.ipcndont of 
others. For instanco, Tata H ydro-Clcctric end Tata 
Sons uoro treated as independent of cr.ch other as 
clco was true of British Houser,, many of them 
h-ving common control in ,a company op.-rating in 
Britain. 



business Housos uss only 25.7 per cant in 1937. The rtla- 
tivc importanco of tha Indian Houses, houcuer, undoruant a 
phenomonal change; their shore improved from 25.7 per cent 
(1937) to 57.35 per cent (l947). In 1937, there ucre only 
throo Indian Housas, each with PUC of more than Rs. 1 crorc 
GS against fifteen Huusos of this size, with foreign control 
By 1947; the nunbor of Indian Houses uith substantial PUC 
(more than Rs. 1 crore) doubled, i_._c_ii_ six. 

3. The combined PUC of Indian Houses increased from 

Rs. 15.69 crores in 1937 to Rs. 64,66 crores in 1947. In 
contrast to this, share of the European Houses remained 
stagncint during the period — in fact, it declined, though 
marginally. One also obsaruos that the European organized 
business, in 1937, uos mainly concentrated in Calcutta and 
rinUras uhereae the stronghold of Indian business, was Bombay 
By 1947, Indian capital, expanded its base . to establish a 
significant position for itsolf in Calcutta too. From a 
share of 6.5 per cent in Calcuttaain 1937, its rolctiue 
position uas 42-9 per cent in 1947. The Bombay based Indian 
Houses also enlarged their capital base, in a significant 
mannor, Indian Houses of North India experienced a dacline. 
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4. Thrj 'jxpansion of Indian HousoSf as in-icataa by 

changes in PU8, uas not shared uniformally. Ouh of the 
not addition to the during 19 37-47, ss shaun in 

Table II, share of the Birins alone was rnoro than 
f if ths ; athar irnpartont bancficicrios uoros Tatar (27.13 
car cent) , Ualchand (l 2. 25 par cant) arc;! lic.rarji Cokuldas 
(t 1.26 p-r cent). The Pdt aaf the House of Birina, aultipli: 
tuclUG times, from fa. 1.79 crorcs to it. 21.85. Th,. PUi 
undar oorrorcl of Dalmias, doclinod. Uhilc c number pf nou 
Indian Housos Qciurgod on the scene, tho rolatiua position 
of most other Hnusos unduruent only o marginal irnprovornunt. 
Within the Indian controll'^d oiganizod business, the Hcusq 
of Tatas, which r.c counted for nearly tu o -t hirds of WL in 
1937, bJ.ns loft with only 36.73 of thu PUB'; ^nd tho Birlas 
share uont up from 11.4 p..r cent (l937) to 33.8 por cent 
(■1947). : ^ 

5. Thu tuo important reasons, for enlarged PUL base 

of tho Indian Houses, uoru: (i) prornution of a very large 



F inures in brncksts c. 
parcontagos to total 


Tr.tn Hydro 
Elcctrir 

Scindia 


Ram Kumar 
Agar uni 

Gov an 


angur 


Sur ajmull 
Nr.garrnull 


Dalmia 


Tot ni 
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nurnbor of inucstmont anci trading companies, end (ii) take 

. ^ ^ ^ ^ ^ . . ( 5 ) 

□ ucr of cornpaniss which ucre fornierly under foreign ccn'crol. 

The Second Uorld War offered very rewarding opportunities 

for Indian Housosj who wore mainly in trading business, to 


( 4 ) As many r.c 151 of the Birin companius woru ropurtud to 

hr.vo suruiued upto 1956, in spits of a fairly largo 
numb, r of liquidations and "mnlQifncti ons. Important 
companies of the Birlas, astablisi'od during the 
period, and which explain a large part of tiujir 
assets, oara: Hindustan fictors (l942), I.axmacc (1929), 
dwalior Rayon (l 94?) and United Ua,,!i:U'rc icl Bank (l943). 
T^tas promoted soma of thoir important companies 
during this period . e. q. . Tata Chemicals, and Indian 
Tube (l940 ), Investm-.-nt Corporation of India (l937), 
Investa Industrial (l94l), Investa Tools and TELCu 
( 1945 ). Tatas raised major p-rt of fUe from the 
Nizam of Hyderabad and saniu princely centos me! its 
entire prcferoncG capital fmm t he Con tml Gnvcrnrnent . 
See: Hr.znri, H . K. „ The Struc tore o f th e Privat e 
Corp:oratQ Sector, Asia, Bombay, 1966 , pp, 43-59V^ ^ ^ gt 

( 5 ) Birins acriuircd controlling intcresc i:T ,? nuiT,b:-.r of 

ten, coal and insurance entarpricDs which were under 
Britisih managements. Tatas, acpuirod -ainority 
interostr, in many foreign companies and laucame 
junior pccrtnors, which helped fhes.i to t,:d<j-nvcr 
their iiranagu^Tient in later pdr^ See': Hazari 
op, cit . :pp. 43-59. , 
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make high profits, which could bo used to buy controlling 
sharos in publiG liraitod foreign companies* To take- 

over foreign companies appQarod to be nationalist cause; 
politicians were to throu out the colonial rulers, and the 
Indian businessmen, the foraign capital. The process 

of take-overs of British companies by Indian Houses uas 
facilitated by the fact that managements of foreign companies 
were panic stricken due to tho increasing hostility of vir- 
tually nil nouionnlist political parties and local indus- 
trialists uho ware getting moro confident of an early transfer 


(s ) It is understood that tho Houses did not pay the taxes 

and adopted variety of malpractices to conceal incomes, 
and defraud public exchequer. This prompted Govorn- 
ment to appoint Income Tax Investigation Commission 
soon after Inriopcndonce, to inquire into cases of tax 
evasion by H.jusc of Birlas and others. The Commission, 
however , uas liquidated as n result of a Court deci- 
sion. Some of the Inspectors’ Roportr- ucra tho basis 
for pamphlets like; ll^toxiJis.,,.g,, f ,,_Bjxl^ and 

B ir las, an d_. ...T . T . K .. Indian Hqusds, it uas alleged, 
uore able to^get protection and support from leader- 
ship of the Congress Govornmants in States, 





Soo Dir la, G.O. I n th o Sh ad o u q f .. .Hah atiq g, and 

Venk a t su bh i ah , Ent orprisa and So cial Ch nncio , and 
Ray, Rajat K, op. c it. G.O. Birla had supported 
tho Congress Party and“FICCI for long had been under 
his patronage, Ha, houovor, did not come in conflict 
with tho British ns no businessman could afford to 
Como in conflict with Govornment of the day, parti- 
cularly if it happened to, be an alien ono. 
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of political power from tho colonial rul-rs to the national 

■■■■■■• . ■ ' , , , 
rupTw-sent a.tiucs. Tata House s initially enjoyct.’ nn advantr.QC 

oujr .jthar India.n Houses, due to their closeness to British 

: to 

and other ruling classas and their nGr.rnoGs/ for ..irjn Ccapital. 
The Ta'ta.o have 5 in fact, continued th^ir close business 
collnberatiun with vp some of the multinational corpora- 

/ Q s 

tiL,ns and ether foreign carnpenios. In brief, uhilo 

it may appear that Indian bucinccs, small and large, b..n_fi- 
t„;J during 1937-1947, th., fact to bo und„.r lined is that in 
tho I nd ianiz "ti -n process some Houses expanded in a pho- 
nomonr.l manner and the others, only modestly. 


(b) Tato House, being a leading Par sac business Heus.. 

■.:F India, enjoyed noro confidaance of the British. 

For instance, in uach executive of the Viceroy cno 
of the asceriatcG of Tr.tas uns a membnr, TISLQ had 
the distinction of obtaining an IBS officer on depu- 
tation from Government. Sac Kochanok, S,A. Sur.injss 
,an_d__Po,litJ_c£ ,ijo .Ijicii, 2 .» Hrzari, op. cit. , .'-nd R.;y, 

Ha: , K. op. cit , Thu business assoc iati -ns have 

continued; The totns aiancQcd the largest nui.iber of 
Foreign companies, till the abolition cf nanaying 
Agency Systam in India, Comprnias like: AsGjCi:3ted 
Bearing (Suotiish Subsidiary), Bracirna of India 
Goodlass Horclac Paints (U.K.), Hunlay Gables (U.K.)^ 
hiorck Sharp and Dohtno (U.k,), Tata Fison (U.K.), 
Unrrior (U.K.) and Uhiffons (U.K.) uero managed by 
Tatas as in 1966. Soe; ILPIB Report , Appendix II, 
Some of those have nou be^^n taken over by Tntas. 


6. A piancorjng ampiricr'l investigation on grouth 

and rolativG importance of tuenty Business Groups, during 

1 951-58 uos undertnkan by Hazari. ^ The relative share 

of the tuenty Business Groups in the ’not capital stock' of 

non-govornmont corporate sector of India, was ostimatod to 

have increased from 26.4 per cant in 1951 to 32,6 par cent 

in 1958. Similar trands uero observod in terms of 

(l 1 ) T 

share capital, fixocJ cssats, and gross capital. The 

fiahalnnobis Co Mmittco R fi.par t, on the basis of its studios, 
observod; "Despite all CGuntervailing rnoosuros token which 
have boon recounted above, concentration of economic powers 
in private sector is inoro than what could bo justified as 

nccossary un functional grounds, and it exists both in ’ 

■ ■ ■ ■ ■ 1 ' ■ ' 

gonorolisad and in specific forms,": 


(9J Mazari, R.k. I.h,.Q. Structure of the Corporate Privat o 

Asia, Bombay, 1966, An earlier 
draft of the study was the basis of Haholanobis 
Committeo obsorvetiuns on growth of concentration 

":>Gf ; 




7* h.^lative ' Impo.rtanoe oT t.na 7b ‘^uoiriLSS uroups in 

the aA/er?.ll corpDrGtQ priuata sGctar uas oatimatad by tha 


ios In puirv C r^mrai s sio n ("lIC) for th-; year 1964, 


The share of thu 75 Groups ucs placed at 46.9. Chongos 

in ascot concentration in the organized oriucte sector 

during 19S3-64 and and uf 1966 c.rc; prosonted in 

Tnblo-in. The porcentngo share of thu 75 Houses in, the 

aggrogatc assets of thu priu,otu corporctu sector, incroasacl 

(l4) T 

frcia nearly 40.17 per cent to 49. 25 par cant. lo 

Gomo extent, the degroc of change mr;.y he r.'n overstate. .;ont 

because the concept of a; Large Industrial House, as defined 

’V (is)' 

by ILPIG . y,-^s rnoro ccrriprchensivij than that of H' I L ♦ " ^ 

The Variations, therefura, nay not be token literdly. 

The broad thrust in tiic asset co nc entr aticn only needs to 
bu under lined. 


8. Table IV preuidos an estimate of changes in the i 

relative significance of top tuenty Group of Intor-conn&cted 


, 1964 and the I Li-IC 
1966. The- period coverad, . 
t tuo. :TT’ J:-', 

tcrio for doterminini 




(16) INDIA ComonnisR n 

"nlP„Acjis, Delhi, 1978 , p. 251. 

(17) For tha differences; See , ■Chaptar ' II in thi 


unC'Gr takings (GICU)^^ in terms of assets ^ ovor tha period 

of 1969-75. Aoc.'irding tu the S nehnr Cnmnitteo Rapor t, 

"the latest figures for top 20 business Houses which are 
rogistered under the ilFl P Act show that the value of 
r'.ssots h -s risen from fe. 2,430.61 croros in 1969 to 
te. 4,465. 1 7 croros in 1975; the percentage of incroaso 
of assets botuoen 1 972 and 1975 being 68.6". The 

share of top twenty GiCU (Houdgs) in the ovornll private 
corporate sector incruasod From 25.1 to 34.7 per cent. 

It is necessary to underline that GICU coverage is a 
limiteo one, for various reasons. Size of House assets, 
in particular, as arrived at by the UlC and ILPIC is 
not comparable with that of GICU. Uhile lilC covered 75 
Houses, each with assets of more than Rs. 5 crore, the 

GICU data on assets is confined tc only top 20 Houses, 

oach with more than Rs. 20 croros as assets. The number 

of companies under each individual House of GICU is 
(17) 

much smeller. 










Asset estlrTintes for the private corporate sector as on 
rinreh 31 , 1964 anci December 31 , 1966 have been arrived 
at by adopting the same mothado logy ns far u';'3 fellouecl 
thu I ilf ivSr. tlouing Ufi of fUC f-.f tho yoar by the 
Rtl obsorvod Asset/fUC ratio for tho year. To achieve ; 
bettor comparability Assets to fUC ratio has been taken, 
from tho same sourco, i.c_^ tha Finance s of Join t ' 

§Trjck__Com 4 iQ.n_iG^ and PUr~uata is as given in the ; 

Ad -.iinistrativa Reforms Commission, Wo rking Group an ; 
Co m p any La w Adm ipiistrat ion: Re port. Delhi, 1968. The | 
Qstimntcs for the year 1963-64 ore at slight varinneo i 
from the due to differences in seurccs. Assets of! 
the Houses for 1 966 (Docenbor) arc ns ostimntud by tho | 
ILP IC. i 

::v;:i:;f:d:ada : ■ 



s 


or no rate Sector Durino 


T96g' & 1975'^ 

(fe. Croros) 


cts/ 1 
! 

■ 1 

Assats t 

Assets of 

of tho I 

Top T uonty 

ic) ! 

Sector * 

H uUscs 

'I j t 

t 

(Sst) \ 

1 

t 

(Sachar | 
Committee ) 


Share of 


1969 

2,259.4 

1975 

2,630.1 


9,670.23 2,430.61 


12,834.90 4,465.17 


Sec footnote to Table III on methodelagy adopted for 
Qstirnaticn of Assets of the priueto corporate sector 


Source: IfJDlA Hich Feuered Export Comr.iitteo 

■and.JiRTP Ac ts, Delhi, Aug. 1978 , p. 251, 


rmpnn: 
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In absolute . tGrfiis , thg size of esso l.s an--., thu 
number of Housgs has grown, significantly. Unf urtunatoly , 
the Gompany Law Dcpartmen other agency, docs not 

inaintain, up-ta-dato reo^^^ Houses or Companies with 

.-.snots of rt. 5 erora and niaro. One canna'c, therofora, 
Idantify the actual in the cssoto or thu number 

of Houses since 1964. The: presently euailablc data 

G ICLl , (Hausos) anch with assatc of fe. 2D croros; and abouo. 

In .bsonce ufV'^H^rcben on coraparablo: b 

ue tvave to limit our analysis to only such Houses ulvichthavo 
assets of Ps. 20:.crore and more. Wo may rofer to rhonv, for 
sake of convonicnco , as .Big: Houses. Table V .shows ; chang0S - 
in the number and nsacts :df Housas ^ during 1964 and ■ 

-1976. Table ^ also giuos th^ and' assets of bargB:; ^ 

Indepundent Under takings /CbTU ) , each with noru dhan 2 

• erora ' ss.sots. TheD base'gyoor .f or: LIU; is 1 966 , ;'o:nd. na^^^^ 

• 1 96:3-64— gs;:in ; the , :casS':: of ^ Big' Hqusos. a a; ' 

information for 1976 is from the Company Lnu Do! artrnent 


(is) The mI,C_Rjuiaii couaraga was confined to only n fsG 
companiss; the lkLI£ boport hnu _ lis ecu all 
indepondont companies, oach having assets ol j. u 

tv .araa; ;: ^ 2: ■ a 1 •: 'lb 


r 


Ta ble - \1 

Shouinci SjzeujiGe C' j st ri bution of LarQar_._ilg jJ^c^ 
Dur ino 19 6 4 and 1 97 6* 


S. Range No. of Nu. of Assets Assets Increase % 

No. (Rg. Croras) Houses Houses 1964 1976 Rs.Croros Share 

1 964 1976 Rs.Crores Rs.Croros 


1. 20-50 

2. 50-100 

3. 100-250 

4. 250-50 0 

5. 500-750 

6. 750-1000 


655. 16 989. 64 334.48 5.11 

581.36 1482.98 901.60 13.78 
149.61 3264.45 3114.84 47.60 

710.44 256. 54 -453. 90 -6.94 


1955.40 1955.40 29.88 


7. Sub Total 
(Houses) 

8. Large Inde- 
pendent 
(each with 
Rs,20 crores 
and more 
assets) 


75 2096.60 7949.01 5852.41 89.44 


31 5.44 1006. 69 691.25 10. 56 


9. Grand Tct-1 


101 2412.04 8955.70 6543.65 100.00 


®i9 Houses for this study haue been token as those which have 
assets of Rg. 20 crores and more under their control, j, e. 
the I'IRT P Act definition for GICU, 

The source for data in Cols.' 2 and 3 is the HIC Report 
"'j-.;,., and for cols, 4 and 5, the Company Lau Deportment, 

'•'v'-:;; For Large Independent Un'dertakings , (line 8) data is 
'v-T'"':: 'based on' lLPIC report, since did not have a comprehensive 


,;;,list^'Of LIUs, 
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press rolscisGs# ' ys.rr- 'nti. ths cos't of rop/i^.v.^i tie n , i>^ 

necessary to undErlina that the size of assets of Big 
Houses for the year 1976 is a. significant understntenient. 


']□. During the poriod of 1964 and 197G, the number 

c 5 f Bin Housos in India ross from 03 to 75j a.nd tho nunibur 
of LIUs increased from 9 to 26. The C'Ofiibj.rK:.i.J assuts of Bin 
Houses and LIUs expanded from Ra. 2,412.04 crores to Ps. 0,955. 7C 

crores in 1976, i.c. an incregss by 271.3 per cent in 13 O'- 

years. In absolute terms the assets increased by 6,543.66 j , 


crores. The rate of expansion of the Big Houses and the | 

LIUs uas nearly the same. So c. o n d 1 y , during the perioo, tuo 
Houses caenuired assets, each reoching a level of nu:rly a i 
thousand crore of rupees. h The number of Houses in tho first I 
throe Tangos underuent a substantial change. In 1964, thoro , 
uere only throe Houses, each with assets of Ts. 100 crores and 
more, and in 1976 the Indian corperato sector had 25 such 
Houses. ■ ■ 'V;' d'^: ' ^ ^ , / .'d ^ ^ ; d 


11. The onlnrgod assets of the Big Houses have not 

been shared unifermnlly, ns uas true for 1937-194? period, 
Table - ^I slinus changes in individual 


Big HuUous during 196^ 



I nc r e 
3 las 
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r-’n;! 1975. Thb net ncid itidn to thu ^ssg'oc of 20 big 

Houses, for uhich compcrsbla assot ficjurss nro ov/niloble, 
ugs Rs. 3,260.13 croros. Out of this, rr.cro thon hclf of tho 
increase! was sccountod for by the top Four, birln, 

Tata, iinf atlol and 3.K. . The largest bens f ici r.ry , in terms 
! 3 f assets incroasG, was the House of Birlcs uXpandinv.': by 
FH. 581.91 cruras) fo Hawed by T ntas ui th not ri. dition to 
their assets by R'. 563.05 crorcs. ilaf-tlals 
than it. 21 0 creros; J.K. Singhanir., F:;. 1:61 creres; an o the 
Imperial Charnic nl ( I • C . I . , a Big House controllsc: frarn U.K.) 
added Rs. 162.10 crores. 


12. Tablti \^II (oelumn 6). givas the growth of Big Houses 
in terms of percentage increase in assets' since 1964. A 
uerd of caution needs to be; added here: uhila looking at the 
percentage increase in assets of the individual Big I'i^.uscs, 
the rates of change are likely to be higher in cases where 
the b:;sc-yur,r House assets ucre, comparatively, smaller. 

It is s-en that liedi House uas the one uhich hr-d 944.23 per 
cent incrensa in its assets; Kriloskar ua.s the second 


( 19 ) The Houses covered in Tablo-V a.fc not the sai'UJ r.s under [ 
Table -t'l, as comparable firta on ;.Qmc! of the Dig j 

Houses is not avail.nblc for the year 1964. • 



Shc.ulng C.a.,mp,.c.rn.t iu,e, j_s ^ncL_Sh prs o f 
Ly , GiiJai .. Jiii _ Hou _ s 8 s .:.. 


S. ! House 

NoJ 


(Rs. crores) 


I Assets.* Assots'i Increase 


1 9 S 4 t 1 976 


/b Shore j % increase 
of the I in 13 


' Assets ' House i years. 

I I in total' 

I ■■■■■. ■ f . f 

t I exnnn- r 

'. i -' ■ . ■ 'I . ' r 

? f SI on f 


1. Birin 

292.72 

2. T nta 

417. 72 

3. Maf atlnl 

45. 91 

4. 0 . K, Singh anii 

a 60.10 

5. i.e.i. ; 

36. Q9 

6. Kirloskar; 

19. 12 

7. Thr.por 

71. 90 

8.' Scindia 

46.96 

9. Oangur 

77. 91 

10. Shri Ran 

(UCf'l) . 

54.68 

11, Hodi : 

11. 28 

12. Hah infra & 

20, 1 2 

Hahindro 

13. Kh.atnu 

13.62 

14. T.V.S. 

21.87 

15. A.t:..c. 

77-36 

16. Bajnj 

21. 14 

17. Kasturbhai 

33.94 

Lalbhai ? 

18. Ualchond 

55. 17 

19. Sarabhai ■ 

43.16 

20. r-1, Hagor 

50.34 


974,63 
980. 77 
256 . 54 

241 . 23 
198. 99 
152.47 

202. 24 
177.08 
195.33 

171.70 

117.79 

126.42 


100 . 22 
10 5 . 78 
160. 21 

101. 51 
109 . 63 


116 . 73 
113.35 


681 . 91 
563.05 
210. 63 

181.13 
162. 10 
133.35 

130.34 
130 . 12 
117.42 

117.02 
106 . 51 
106.30 


86 . 60 
83.91 
82.05 

80.37 
75 . 69 


129.42 74.25 


73.57 

63.01 


Total 


1 , 471.91 4 , 732 , 043 , 260.13 


20 . 9 2 
17.27 
6.46 

5 . 56 
4.97 
4.09 

4.00 
3 . 99 
3 , 60 

3 . 59 
3 . 27 
3.26 


2.66 
2 , 57 
2 . 54 

2.47 
2 . 32 

2 . 28 

2.26 

1.93 


100.00 


Data for 1964 from the 
Company Law Department, 


[iiC Report and for 1976 from 


232.96 

134.79 

458. 79 

301.38 

439.41 

697.75 

181. 28 
277.08 
150.71 

214.40 

944,23 

528.33 


635.82 
383.68 
107. 10 

380. 18 
223.01 

134. 58 

170.46 
125 . 17 

221,49 

the 



fastest orouing Houso ' (697. 75 p-r cent), by Kh: t''.u 

(065.82 por cent), f'lnhinbrc! r.nd Mohinc'rc (bbL.o.. per ocm), 
llnf.ctlal (458.79 per* cant), and 1 . 8 . I. (439.41 pwX Lront). 
Ail the Big Houses, when considered inciuidiur.lly, cioublcc 
thuir nssots. Tho comrjar nti\/ely slow moving Big Housi 
' n,re scj'^n to ,bo f-lanail - nncr - f-1^ ana- , ocbrabh^c 


3 os 


13. Public attention has been mainly cnncrjntntoc' an 

Indian business Houses. By default, grouth or (i) Largo 

InrI e pend ent Undertekings iLILls)^ (ii) Indian subsid ir.rios ■ ^ 

of foreign companies and \iii) Brc.nchss of foroign coropanies j 

hns not received the roquisito public attention. Some | 

of the foreign companies, hr’.vo uitnossed asset expansion 

at a rate, which shculd have boon a mottcic .of concern fpr j 

piolicy makers and public representatives. Table Vlll.rnd j 

' ■ - ... ■ ■ . . ^ . d, di 

Ia c'ive lists of LIUsj and sonie ifripor'tant foreign subsidia” . 
ries. Asset changes for these have also been brought out. ^ 

It is interesting to note that the rate of grouth of LIUs ^ 

(uTvs .^:e:VGn: high ;th 3 n • th'S:td^of''-mcny'd;Big BDuses:.d.:-^ 
uas true uf top 50: foreign companies. , : 



Asset s 
(1966) 


Asse ts 
(1977) 


1 . . S . P . I . L. . 

2. £ Indir.n Aluminium 

3. BererJa Rayon 

4. Ahmodabad Electricity 

5. Cjromrindal Fortilizer 

6. £ Calcutta Electric Supply 

7. Nirlon Synthetics 

8. £ Bnta Shoe 

9. £ Glaxo 

10. ('lad res Rubber 

11. £ Car.t Tyres 

12. South India Shipping 

13. £ Good Year Tyre 

14. Indian Cables 

15. India C ament 

16. £ Oil India 

17. Larson Tubro 

18. £ I.T.C, 

19. Godraj 

20. Escorts 


T etol 


1982.07 


ishod as a Ooint Sector' Project in 1970. The partner 
rgappa Chnttiar Group, and Tamil Nadu Gov/ernment. 

iary or a Branch of Foreign Company in 1966, 
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'S« . 

t NrJfie 

f — ^ ^ 

'Assets 

! 

f 

! 

' . ' ' 

Assats in ' 

Change! 

Turn over 

■ “.(.J # 

' ' f ' 

''1. ■■ . 

t in 

! 

1 

(l975) ! 

■ ■ ■ ■ ■! 

in 1975 


' !,■ ■ ■ 

1 Cl 966) 

f 

f 

1 

'■t ■ 

f 

1 







' ' . .t . 




I \ 

1 

t 

^ ^ 2 

t 

■ i 
i: 

. 3 

1 

4 1 

5 ■ 



f ^ 



„ r- ■■--■L- 

^ ■ 4 

1. 

Hj.n'-iustnn Lever 

33. 10 


4 9.52 

49 

206.83 ' 

2. 

Dunlap 

22.23 


51 . 29 

130 

167.44 

ry 

. * 

Brook Bond 

17.85 


41.95 

135 

142. 21 

4 *, 

U ni n n L or bi c! e 

2B.07 


50.35 

79 

IDS. 12 

. 5« 

Indian Explosives 

9.87 


62. 94 

537 

1111. 17 

6. 

Indian Aluminium 

29.41 


101.01 

243 

90. 1 2 

7. 

Ashokn L.ayland 

18. 52 


21 . 30 

15 

B9.62 I 

8. 

C.d.lJ. 

33.72 


4 5.02 

33 

81-64 i 

9. 

Bata 

3.76 


21.27 

465 

75. 50 

10. 

Siemen 

— . , . 


20. 35 


73. 25 ; 

11. 

Goof.' year 

10.48 


24.99 

138 

65. 50 1 

12. 

Ph ili ;:s 

1.83 


27.67 

1412 

60,31 : 

13. 

Hotal Bn X 

16.41 


22.8 2 

39 

57.12 ! 

14. 

I'ilCD 

11. 26 


33. 27 

193 

51.02 

1 5. 

C . L . C . 

14. 36 


14.04 

- 3 

50, 25 j 

16. 

A 1 !< 0 1 i B h 3 n i c a 1 s 

15. 23 


5.36 

- 58 

48, 08 I 

17. 

Glaxo 

12.66 


17.20 

3 5 

42. G 5 ; 

IK. 

UldCu 

11.30 


12.89 

14 

40.45 

19. 

India Oxygon 

16.49 


27.11 

64 

30.90 ! 

20. 

Cibn-G;.icjy ' 

.... 


21.16 

_ 

3 4 * 6 4 ' 

21. 

PFizar 

16.67 


■ 17.02 

o 

34.35 

! 

22. 

Br itnnni a 

3.79 


7.75 

104 

33.18 


2 3. 

f*' 3? 37 y 

7.44 


11.77 

5B 

32.18 


24. 

Ghofnicals & 
Fertilizers 

8.73 


17.76 

103 

29.70 


25. 

ChlurirlQ 

3.79 


0.11 

113 

2b. 45 


26. 

Bnyar s 

7.41 


16. 54 

123 

25. 69 


27. 

Snncloz 

8.38 


6.28 

-26 

23.64 
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-10 
24 5 
74 

343 

123 

163 

210 

236 

77 

176 

188 

152 

71 5 
101 
119 

1 59 

6 

163 

44 


11. 38 
2.88 
5.93 

1.4 6 
5.7 2 

7.4 4 

4.74 

2.87 

3.98 

2.63 

3.91 


0.60 
4. 28 
3 ,. 02 

2. 26 

5.10 

2.39 

4.0 9 


10.34 
9. 95 
10.32 

6*48 

12.80 

19.64 

14. 74 
9.66 
7 . 07 

7. 25 
11. 29 
2. 80 

4.89 
8.62 
6 . 63 

5.8 6 

5.42 

6. 30 

5. 93 


26. i ubo Invostment 

29. OrjlQate Pnlmoliv/e 

30. ABbostos 

31. Hindustan I'iijlk 

32. Cyncmid 

33. AsSwCintocI Bacring 

34. Luc ns I” • W. S . 

35. Food Specialities 

36. Sonduik 

37. CoDcilns Wurclnc 

38. Otis 

39. India T yro 

40. Abbot Laboratories 

41. Triboni Tissues 

42. Cadbury 

43. Rackit Coleman 

44. English Electric 
Company 

45. Atlas Cap'co 

46. Hindustan Ferodos 

47. H.i'i.U, (Gramephono 
Compan y ) 

48. ricrcksharp 

4 9. Boots 
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The fcragcjing analysis ucs rastrac'ccci 


ition of trends in 


■ t concentrctian uurinn 1 937-76. 


s has bean brought out in Chapter corps rate acsats 

rn nnlv ’book values’ and do not incicntc ncrkct vrauc. r 


pro only ^ book . values ana ao inu xu,.. w.. 

r 0 1 ac c. : . : o n t v a. i uo of t h a a s s.o- 1 S' # ■■ Bq d k , v r: 1 u 


r; c * 1 ;^ Q 


thsroferQ, is un-re alistic. Cor a number of purrusos, 
turnover data is mciro indicative cf the pouor af" ta House 
in the mnrkat. tp nou proceed- to oxamine rrcaruls in turnovor 
c one 0 ntr ati .an. or this, houaver, ue c ;:niine t;Ui selves -o 

the period of 1964 and 1976. 


15. Ue noted earlier that r.ssots under cantrol of 20 

Big Houses (TablB-'il) ress from Rs. 1 ,471 .91 cruras in 1964 
to Rs. 4,732.04 croros in 1976 cn increase by 221.49 

per cent. But if vnu coinp..r-:3 tlio rate of grauth in .assetn 
of tuanty Big Houses with that of growth rate in turnover, 
for 1964 to 1976, rt is seen thr.c the turnover lacu Wi,s 
iTiuch hicjhor. Tl.e gross turnover , under the .^0 uig H‘„}uses | 
ruse from Ra. 1306.97 crores to Ps. 5,807.75 crares an \ 

increase by 344.36 per cent. 
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16. Over time, turnover to nsset ratio has been rising 
far C.11 HouGes s : in a substantial rnanne r. In a uay, this elso 
implies an untiarvalua.tion of assets. For changes in Turnover 
to nssots ratio see Tnblo - X. It would emerge, from the 
trends in turnover changes, that the dogree of turnover 
concontrotion under control of Houses is larger than 
reflected by asset concentration. The growing hold of the 
Big Houses, in gonoral, nnd that of the few top Housos, in 
particular, is obvious. 

17. Uo have prestjnted changes during four periods: 

(i) 1937 to 1947, (ii) 1951 to 1958 , (iii) 1964 to 1966, 
and (iv) 1969 to 1975. This become necessary to achieve 
the maximum possible comparability. By piecing together 
the changes observed in each one of the f-jur periods one 
can draw some definite conclusions. Ue have attempted in 
a limited way to examine the overall trend in business 

consideration. From the foregoing presentation it is 
clear that the degroo of concentration in the hands of 
Indian private Business Houses hps increased in a market 
fftannor. 


Tab l :: ~ X 

Sj\p_uj incj Ch angas. i n T u r n c v p r t g, 

B.C t JL Tl 9 64 -and 19231 


ips . Crc.rps) 


S. 

! ■ .Hous'o: 

! 

’ 1964 (l 

f 

■ilC) i 

f 

1 

1 97 5 (ilR 

IP.),.- ; 

.f 

Ratio 


! 

1 "■ 

! , , „ , , 

1 Turnovar 

f A ^ 

i ■ As'SD'CS f 

1 ■ . "f 

T 1-. a- > 

1 urnovpri Msapts i 

t L_ 

1964! 

f 

1975 


; 1 

T 

t ' ' ■ ’ 

I 2 

r 

... \ 

t *“7 ' 5 

t 0 1 

1 t 

4 

^ . t 

f J ! 

t .JL 

., ,» ny ,, 

6 ! 

- L.. ' - 

7 

1. 


324.98 

417.72 

1060.04 

909.68 

G.78 

1. 16 

' # 

Birlp 

290.24 

O O '’9 *7 

<£3 0 -1 /L 

966.11 

8 5G.b1 

0.99 ; 

1. 1 2 

■ 3* 

i'inf atlal ' 

43.11 

4 5.91 

337.19 

24 4. 23 

0.94 

1 . 38 

4« 

vJ <» »> * 

^4*43 

59.20 

198.8 7 

209. 56 

0.92 

0.95 

5. 

T ho par 

70.61 

71.90 

251 . 8 5 

197.90 

0. 98 

1,'27: ■ 

5 . 

r.c.i. 

3B.16 

36.8 9 

236.78 

176.34 

1.03 

1. 34 G 

7. 

Shri Rpm 

59.8 5 

54.68 

241.03 

1 66# 1.6 . 

1.09 

1.45 

8. 

M 0 » 0 . 

4 4. 1 3 

77. 36 

142.15 

160. 05 

0. 57 

0.89 

9. 

Gc-ngur ' 

6 5. 29 

77. 91 

210.35 

156,63 

0.84: 

1.33 

10. 

Kii'luakar 

21.46 

■:::'4g.:1'2a 

181.99 

148.65 : 

1.12 

1. 22 

11. 

Ualclir.nO 

54.02 

2:S:5.17' 

162.6 2 

• 126.^78; 

0.98 


12. 


1066.28 

212Q8^"5B ■: 

3990.98 

3356.79 

0.88 
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The second point emerging out sharply, from 
the nboue cnclysis is that Big Houses as a uholc have 
grown, but all through the period, the lion^s share has 
buon claimed by tnc House of Birlas, Tata have been 
0 close second. 


(19) A paper submitted to a Committeo of the Janata Part 
Large Houses and Concentration of Economic Pouo: 
v ephed }. ■ Authors name not mentioneci. 


1C. The .'bovc ccnclusion , 

cun'crast to a l obby paper which is under private circulation 
in political circles of New Delhi. The ptoper is on attempt 
to show that degree of concentration in the Indian ‘ ^ 
Incluotrinl sector doclined during 1972-1976. The share of 
Large Houses in industrial assets, it is claimed, has 
dropped from 25.0 per cent to 22.7 perccont. The 

rDlatiue importance of the Hlusdg would decline to 20.0 
per cent by 1982, the paper predicts. No source of data 
has been indicntod. 



chapter _ Ml 






1. In the provious chapter ueaxamined trends in 
business concentration, during the period 1937-75. For 
the period 1937-47 paid-up-capital (PUC) taken as the 
bfisis; for 1951-58 , net capital stock; and for the 
regaining period assets were examined to observe the trends 
concentration. Tablc-I shous, in one place, the trends 
for tho four periods. Each period, taken inriependently, 
axperienced furtherance in business concentration; there- 
fore, a general conclusion that Indian economy has witnessed 
furthe'rancQ of concentration in private hands, 

2. The relative share of the top two Houses in the 
expansion of the corrorate private sector has aluays been 

the largest. Table 1 1 shous the share of the tuo Houses, 
the Tatas and Birlas, in the total increases during the 
four periods. It would be seen that in three, out of the 
four periods, grouth rate of Birla House was higher. 

During 1951-58, the Tata House expanded from Rs. 64.95 
crorcs to Pc. 220,47 crores. This period was, the one 
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uhcn Industrial Policy RasDlution .of 1943 U 'cl S' ' ■ X* G |D' 1, 3. Cl' 0' ci • 
by 1956 Resolution. Iron & Steel and power sector units 



in the privata sector (mainly under Tatas) uare supposed 
to bo taken over by 1958, But a more socialistic (?) 
Industrial Policy Rosolution of 1956, did not mention of 


takeover 


tatad in' the Industrial Policy Resolution 


TISC 


T ISCQ 


cr hand 


established and T IBCO and power- unito-df the Tatas wore 

helped to grow with direct government participation. Th 

approach. of the Government uas considered, by some indlps 

trialists,; as a special concession to. the Tatas. 

Bii las too had to bo obliged, appeared to have boon a 

the 

decision. Hence, /allocation of a nyniber of projocts to 
Birlas, particularly in areas which wore supposed to be 
earmarkeo for the public sector as per Schedules ’A & B 
to the Industrial Policy Resolution of 1956, : 


• ■ .. The trends obseTved, in growing business con 

centration, over the periods, and size of the reported 
assets, of ' the Houses for 1976, are substantial under- 
cstima*esif The reasons for this ore the following. 
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Firstlyj the number of Companies, couereci uncle r the GICU 
(l976) concept, is much, smaller than that of the ILPIC and 
the ! ilC . A number of companies, which indeed are a part 
of the Houses, have got; excluded due to technical reasons 
(Soc Tables I II , IV^^and; V in Chapter Hi), SRcnndly , Value 
of the House assets taken as data base, is neithor the 
market value nor the replacement value of the assets; there 
is a built-in-system for understatement of value of the 
corporate assets (See: Chapter IV, paras 6 to lO), Thirdly , 
assets of the Houses do not include the assets (even book- 
value) of partnership and proprietory concerns, private and 
public trusts, and joint enterprises i. e, joint sector pro- 
jects undertaken in partnership with the Central or State 
(l.) 

Gover'nmcnts, Fourthly , the assets of individual Houses 

do not include assets of companies, in which though a House 
holds minority equity but has influence and power to 
achieve co-ordination in business operations. Top business 



For example; Southern 
(SPIC) is a joint 
Chettiar House and 
the 1 iRT P Act it is 
undertaking (LIU) 


India (%trochemical Cpmpany 
sector project of T I^Murugappa 
Tamil Nadu Government, Under 
registered as a large independent" 
and not a part of the House. 


T 


III 


Shouinq Ch nnoss iP'-Assats nf Cnmpnni os of Bjrl a 
H ouse uhich aro nou excluded fmm GICU 
(HRTP>Act) -' ■' 


JL lJuistratl u e-^^L^ Only 




Company Name 


A s se ts 
in 

1966 


Assets 

in 

1976-77 


Chairman 


1. Indian Rayon Corporation 

2. Cjjntury Cnka 

3. Qudh Sugar Hills 

.4, Eluctric Construction 
Equipment 
5, Sir pur Paper 
6« Zenith Steel 
. 7. Upper Ganga Sugar 

8. Universal Cables 

9. Pilani Investment 

10. Birla Cotton 

11. Indian Tool Hanuf rocture 

12. Central India Hr-tch 

13. Shree Digyijuy Uoolcn 

14. Go bind Sugar 

15. Sirsilk 

16. Tungbhr.dra Industries 

17. Kusam. Products 

18. Universal Electrics 

1 9. Hindustan ^ Gas ■ 

20. Hoy Suadoshi Sugar 

21. Wcu Indio Sugar 

22. Univorscl Tyros 

23. Bharat Sugar., 


7.26 

24.37 

A.U. Birla 

— 

19. 12 

B.K. Birla 

5.06 

16.70 

K.K. Birla 

6.29 

15.71 

A. V. Birla 

7. 23 

1 5.60 

P. K. Doraisuamy 

3.49 

14.78 

B.n. Dalai 

3.95 

12.25 

K-K. Birla 

3. 58 

11.86 

n. P. Birla 

6.48 

11. 65 

F-i.n. Dalai 

5. 51 

10.34 

iwK. Birla 

3.37 

10.00 

R.H. Dalai 

9. 70 

9.30 

0. P. Flandoli a 

2.-58 

8. 21 

A.iM. Lalbhai 

1.44 

7.82 

k.K. Birla 

8.27 

7.89 

P. K.Dorai suamy 

1,73 

6.66 

A. \J. Birla 

1. 98 

6.03 

A. N. Birla 

1.04 

5. 07 . 

S.K. Birla 

2.41 

4. 31 

A. U, Birla 

2. 30 

4.96- 

K.K. Birla 

1.80- 

2.25 

K.K. Birla 

0.03 

2. 19 

S. fI.R. Rao 

1.32 

1. 58 

K.K. Birla 


2^ . 49.96 , 228.65 
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p m p an y 


inoi an 


uQrin 








1 

2 

3 

4 

5 

1. 

Undar GICU 

70 

974.63 

32 

98 0,77 

2-, 

Excluded for uhich 
Adriitien al" Data now 
Available 

23 

228.65 

G 

8 3,09 

3. 


18 


8 


4. 

riissing from GICU 
with 1964 Assets. 

97 

- 95. 94 

28 

16. 7,6 

5. 

Total 

208 

1 ,29 9. 22 

76 

1 ,080.62 


F'oot Note : For lincj four uo hnve only 
repeated the assets data of 
" ' ^ 966 . - 








Houses are knoun to have satsllitG cornpanicis nnd otheiT 
smaller ^-juaac, uhi''*" t . -.'i -'h ^nly under patro nago of the 
Big Houses. ■ Ulthin this category one may olso include 
agenciss, firms end companies, spread all ouor the country, 
uhich are sole selling agencias or are primarily handling 
products of a House, o. q. solos and saruico agencies of 
passenger cars and commercial uehiclos. FiFthly . ouorall 
sirs cf assets, under control ef Hour-ac r.s shoun by Bornpany 
Lau Department, does not include ontorpriGOo which hsuo been 
Gstcblishod by a House outside India as joint uenturos. 

And lastly, the degree of change, as roFlec.tod in asset 
enlargement, during 1964 and 1976, is an under-estimate 
buccouse for the base year ( i . c . 1 963-64) the coverage of 
companies is larger than for 1975. Larger the base lesser 

uould be the -f rh- ncc. 

f 

t -Birl Q'H q.usb 4, uJo have attempted to find cut the dogrcc o 

. Assetsd 

1 500 under-ostimation in assets of tho top tuo Houses, for the 

?I£5£ year 1 976. P rimarily . tho- adjustment is made for GICU 


( 2 ) Houses like, Kothari (G.O.)^ Daga, f'lahe shuari , 

Kanoria, riondelia, and Goonko arc knoun to bo close 
business associates of the Birlas; and Khatcu, 
Rallies, M. flagor to the Tatas, Hazari described 
these as Outer .Circle Companies and tho I L F IC t.reatod 
them as Second Tier companies. 


limitations. Table III & LV bring out the eompanyuise 
impact of the G ICU ’ s exc iusions ( vis-a”\/is , the ItPIC) 

For the Hqu S 0 of Birlas and the Tatas, respectiuely, 

Tobla U gives cn estimate of the assets for the Birlas and 
Tetas for the year 1975-76. In vieu of our inability to 
obtain Balance Sheets for all the companies of the tuo 
Houses ijo have not been able to find out the assets under 
a number of companies. For those 'companies, cs a procaution 
uo have repeated the assets of 1964 to find out a minimum 
estimate of the House assets for 1976. Thereforo, one can 
scy tbji±_..tjn G_..cismt5a. .0 f the Birla House, on the ILPIC basis, 
than Rs. 1 .300 erpm a for the year 1 qyfi (co m p are 
with the Company Lau ^apartment figure of Fs. 974. 63 crores). 
Given the grouth rate of the House, as in the last feu years 
and the new companies acquired by the House, the assets of 
the Birlas can be placed around .crores for 1 9 7 Q . 

The size of Birla House rney indeed be larger if one takes 
note of other limitations pointed out in para three above. 

case of Tatas, the available accounts 
give us , a to place the assets at nearly Po. 1,100 

£££££®-i 'tecessary additions, to- the House assets for meeting 
some of the limitations-, pointed out earlier, would certainly 
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show the Tat as to control a much larger loyel of assets^^ 
dur ing 1 979 ; (See .T able-.U, CqI*. 5 ) . 

6 . A gsnaral impression about Big Houses is that 

most dF, their CGmpanies--are large, ■ A closo scrutiny of 
the companies under the -tuo Houses, houGwer, reveals that 
nearly nine-tenths of -the House assets, are accounted for 
by a handful of large companies, each having assets of Rs.lB 
crores and more. (The analysis is based on available 
Balance Sheets), In fact, a good number of companies of the 

tuo Houses may qualify for being awarded concessions under 
small and rnodium industries! Table l/I presents the 
size-uisB distribution of Ihe Birla and Tata companies, for 
the year 1975 (GILU Companies). 

?• Table VII, and UIII give names and assst changes 

during, 196Dr75 for- the-large co-mpanies (each with assets 'of 
Rs. 10 crores or more) for the House of Birlas and thu House 
of Jntas, r.ospectively,- From these Tables, it is obvious 
that the Birlas and T.atas have a large many cempanios with 
very small assets; and secondly , the main reason for high 
rates of asset increases of the tuo Hausos is in a fou 
Houso companies only. The companies making significant 





T abla,:.-- m 


ShoL/inr; Tnn CornoanlGs of 

Bj r 1 a.. 

Er-,ch uith Assc 

ts 

•of TnoTi th 

an Tsrt C'ror os of 

Rupeos 

' (te • 

ersr GS ) 

S. .. ■ . ■ ' 

bompnny Name 

Assets 
1964 ; 

Assets 
197 5 

Asset 

Increase 

% Shore 
in Total 
txpan sion 

■; '1 

. 2 a 

'-3: 

4 = 

(3-2) 

5 

1. Gualior ^ayon 

18.96 

113.47 

94. 5i 

16.8 

2. Zunri Agrochom 

0.01 

72.7 5 

7 2. 69 

13.0 

3.^ H'inrJ Mo 'tors 

20.81 

8 9. 54 

65.73 

1 2. 2 

4. Contury Spinning 

17.22 

73. 38 

56.16 

'10.0 

5 . I nt' i a St a r.m ship 

.15.34 

6 4. 52 

4 9. 19 

:a0,7 

6. Hinc.'r.lco 

.16.44 

62.34 

45.9 

•8.1 a :] 

7- Eihar Alloy Stool 


3B.27 

38. 27 

V 6. .8 ■ : 

8. Birlc Sute : , , 

.12. 50 

: 46. 02 

: 33. 52 ^ • 

" 0. 9' ^-ari] 

9, Texmaco ' 

.13. 07 

; 35.19 

. ' 2 5,12 ; : 

a a .' 5 ' ' -I 

10. Ronusogar: 

3. 68 

23.56' 

19.98 

■' 3. '6 a ' - 

11. Rafcnakar Shipping 

3. 1 5 

22.13 

aa-l8.:98a : ' ; 

:-c 3.4 ;=:a 

1 2. Oriont Paper 

22.4 5 

40.21 

17.76 

• V '31: 2 aia { 

13. Hy tic rebec: AshertoE 1 

^-emr^nt 

• X • 5 vj 

15.98 

14.45 

2. 7 ! 

14. Mysore Coment 

4.41 

1 0. 71 

3 

1« 1 

15. Total 

149. 5? 

71 1.7 

56 1 . 56 

lO'O.Q 
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TLLCO 

56.49 

139.72 

81.23 

26 ; 3 

Tatn Chemicals 

11.92 

53.64 

41.7 2 

. 14.5 

T ISCQ 

1 59. 24 

188.99 

29.75 

10.3 


4. Indian Tube Company 

5. Asscciatud Bearing 

6. Tata Oil Nills 


21.67 
0.49 
9. 39- 


50.06 
20.27 
28. 54 


20.39 
1 
1 


7. Tata HycJroulcctric 

8. 1^0 It as Ltd. 

9. Ahmedabad Aduanca 
rlills Ltd, 


0.83 

21.69 

3.47 
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contribution to Birin Hqusg expansion arc. Ou-iinr Rayon, 
Zuari Hind Century Spinning, In-^'ia Steamship, 

Hindustan Aluminium, Bihar Alloy, Birla Outu and Tnxmaco. 

In the Case of the Tates, most mF their grnuth can bo 
sxplninod in terms of Tolcc, Tata Chemicals, TlSLOj and 
Indian Tube Company. 


B. At ttiis stage, it becomes necessary to have 

information on the I'^rge sized companies of Ihc top two 
Houses. In the follouing perns uc make an attempt to high- 
light some basic Facts about the important companies of the 
tuo Houses, The accounts are based on Balance Sheet data 
and information available in published records. 




I 

1 

i 



I 

i 


- i lJ<_(l 2 Dij Xr-Clu ri ng Ca..mpc .n y (Gualior Rayon )| 


M'lC l-ornpuny ;j,.3 rcyistorud on August 25, 1947. | 

The Board of Directors consists of, among others, L-O. Birla,; 
A.V. Birla and S. P. Jain; ftandelia is the Advisor. The | 

Company has the largest assets amongst companies of tho Birla 
House. The assets for 1975 uere placed at &. 113.46 creres; 
these have, houever, increased to fe.151.25 crurus by fiarch, 
1970. The ..turnover for 1970 uas placed nt fb. 181,24 crores. 


(i) The main activities oT the Company are in the 

area ,uF man-macla fibre. It ■ has , staple fibre and Engineer ing 

Units at Birlagram (■■•P*), Pulp Civision and Polynosic Fibre 
Units at Hrrihar (Karnatka)) Pulp and Paper Plants at Fiavoor 
(Kerala), and Cotton Taxtilo ilill at Bhiuani (Haryana). The 
Birla House Companies have a oominant position in the broad 
area of man-made fibres. The company uas the first to enter 
the industry and obtained a licenca for 36,000 tons capacity 
in Hnrch 1958 n.nd a substantial expansion licence for 18000 
tons in Oanuary, 1960. Manjushree Industries, another Birla 
House cuncorn in man-made fibres uas granted a licence for 
Rayon Grade Pulp for a capacity of 54,000 tons in February 
1961. According to the Dytt Committaa, the Birla House 
Companiss had nearly 86 per cent of the licenced capacity 

in Viscose Staple Fibre; 37 per cent in Viscose Filament 

Yarn; and lOO per cent of the installed capacity in Acetate 
Rayon Yarn. 

(ii) Some intorc sting , fc atur os of tho Guolior Rayon 

licenses are: ; , 

(a) A licanco to the company uas granted for manu- 
.facture of Rayon Grade Pulp — an industry which 
uas included , in Schedule B of the Industrial 




Policy Resolution 1956. Ths Company established 
n unit -in i<eFala- (-thank-s to the then Keraln 
Gov srnmen t ) and' the necessary foreign exchange 
uac sancticned by the Gouernmont before the 
industry uas brought under the IC’RA. The 
deviation from the declared policy mas, obviDusly 
made at _ h igh. levels. : 
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(b) Gualior Rayon uero granted another licence to 

expand its capacities even prior to the ronpahy 
having implemented the fir st industrial licence, 

and (c) While thero uero complaints to the Government 
(and these were also voiced in Parliament), 
pointing out violations of the Industrial Ceve- 
lopmont Regulation Act by t!ic company, no 
punitive action uas taken against the company. 

(iii) Even today, the company has substantial un- 
licensed capacities. See; T-blo !• 


\r 

I A , 


(iu) In the field of man-made fibres the company 

particularly in combination with other Birla 


Tnbl -i - IX 


Liconced nnd Es t nblished Industrial 
d apac i tias uy Guolior Rayon 

(Year ended 31.4.1978 ) 


(in r-1. tonnes) 


S.No. 

Products 

Licensed 

Installed 

Degree of 

Unlicensed 

Capacity 


1 

. 2 

3 

4 

1 . ( a ) 

l^iscose Staple 
Fibre 

22,000 

73 ,000 

254 

(b) 

Sulphuric Acid 
(Captive Product) 

37 ,800 

74,000 

9 5 

(c ) 

Cerbon-r'i -Sulphide 

5,657 

1 5,000 

52 

2 . ( a ) 

Fa yon Grade Pulp 
at riavoor 

60,000 

72,000 

20 

(b) 

Rayon Grade Pulp 
at Harihar 

48 ,000 

58 , 000 

20.8 

3. 

Rayon Grade 

Caustic Soda 

33,000 

41 ,250 

25 
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Hou SD Companies has noar mono poly posi tio n in the 
Indian market. The company made rapid md high 
pro Pits and expanded its assats rapidly in a ^ ^ 
nhcncrncnnl manner. Ihe lev/el of pr ad i tatili ty 
under monopoly position is evident from the fact 
that out of the Fs. 1.58 Crores value of equity 
shares of the Company, the shares worth ft. l.o3 
crorcs uere issued as Bc.nu.s sharas euiing the 
last twelve years. Cocondly , the Company 
rounlucd its machinery and equipment (thanks 
to high depreciation nllouancos) in the staple 

fibre units in 1974-75. The not surplus of 

R.. 44.71 crores, arising out of this rc-vaJ uetion 
was transferred to capital reserves. 

The preference equity to the extant of 69 ^or 
cent and equity trj thu extent of 21 per cent is 
held by public sector financial institutions and 
the nationalized banks. The unpaid term lean 
from ICICI was Rs. 47.75 lakhs (1978). 


The rolr.vant extracts from the Dutt Committee 
are given in Appendix - A. 
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iJn.s, £iafl^urx...?jai,njiij3g_j;_n d ...iJ Cn . Ltd . 

(i) Tha company uas registorcd in 1897 but camo undor 
control of tho Birlas during the 'Forties. B.K. 
oirla, S. K. Birin, Ramnath Fodar, Fadcnmchan 
Rura, H.,<. Oaga are prominent members cf the Board 
of Directors. 


(ii) 


(ii i) 


Wery similar to tho position of Gualior Rayon, the 
compeny has an important place in tho man-made 
fibre rncjustry. The company obtained a number 
of licences in the arc- a and one of the licence 


uas transferred to 


itd.. for imple- 


mentation. The company, duo to its being in a 
commanding position in the man-made fibre industry, 
earned very quick and large profits. This sneblod 

th„ comi.cny to issue bjnus shares ins 1961 , 1964, 
1967, 1972 ane 1977. Out of the total equity 

capital of Rs. 10.64 crores, the bonus shares are 
uorth fe. 8.61 crores iiO,^ more than 80 per cent. 

C.ntury Enka uhich- uas promotod to implement the 

lic&nco earlier, issued to Cnnhif-r^, c • . 

VO Century opmning entered 

into a collaboration agroemont with the AKU gnd 
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Glnnzstoff (a Dutch for technical kncuhou. 

The Century inks issued nearly 19 per cent of 

the equity shares to the foreign co llrborators. 

As a result cf the collaboration with the Dutch 

firm, Algciocne Bank, dethorlnriris, gruo a foreign 
1 ran 

exch ongo/ rf Rs. 1.65 crorcs and bocausD of another 
CO llnbu ration with a Uest Gormcn company, n loan 
af R3.47,68 uas ubtsined from Glanzstoff A.C. 

West Germany. 

G,' Zuari Aorochemicals (Zuari) : ^ 

(i) The company uns registered in 1967 and K.K.Birla 
is thu Chairman. The company is oxpectod to 
produce chemical fortilizers — an industry uhich 
uns listed under Schedule B of the Industrial 
Policy Resolution of 1 956. Thu industry, houauer, 

uas thrown open to privato sector, sometime in 
early 'sixties. The company is only one of the 

beneficiaries; others beingi The Shri Ram,' 

Parry and other Houses. 
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(ii) Zur.ri was promoted by Birlas in . collaboration with 
Unitod, States Steel Corporation and the Uorld Bank. 
The share structure of the company is given in 
Table - X. 

(iii) In nddition to oquity capital of R3.12.42 croros, 
preforonce shares uorth Rs.4.12 croros uere raised 
from the Indian financial institutions and' the 
public. Company has declarad- no dividents; the 
dividont on Preference shares, amounting to 

Rs. 2.72 crores, was in arrears as on duno 30, 

1977. 

(iv) Tho total cost of tho Zunri Agro Project uas 
ostimoted at Re. 56. 55 crores. The scheme of 
finenco is shoun in Table - XI. 

(v) The 'dorld Bank, through the Industrial Oevelopmont 

Bank of India (a public sector institution), ■ 

offored a loan of $ 4 million. This was to moot ■ 

the foreign exchange expenses connected with the 

pollution control moasuros as also for mseting 

oxponsos connected with tho de-bo ttlonocking of the 

plant to achiuve a 10 par, cent increase in the 
c npaci ty,. 


Tr.ble - X 

Shni .i.Lna Sh, -ire Structure of Z-j ^r i 
A qro ChefTiic.-sls 


( Rs. IrrrK+TE) 


ShErchole'srs 

Share 

Capital 

of 

Total 

1 

2 

3 . . 

1 . US Steel C'lrpornticn 

45.T30 

35. 23 ■ 

2. Armour 5; So. (USA) 

2. 25 

1.G1 

3. Inter rir.ti.nnnl f inoncial 
Corpornticn (Uesh ington;) 

23.-92 

19.26 

4. Bank nf America (USA) 

7. 50 

6. 0 

5. First Chicago 

Finance Corporation 

1.B7 

1. 5 

iUSA) 

6, Sub-Total (of USA Shares) 

«q.-55 

' '64»-8S , 

7. Sutlej Cotton (Birlas) 

m.'oo 

8.1 , 

8. Pilani Investment (Blrlas) 

2.00 

1.6 

9, Birla Education Trust 

1.80 

1.4 5 

10. Century Spg. (Birla) 

1..50 

1.21. 

11. Gualior Bnyon (Birla)'” 

1..10 

.ae 

1 2. Birla Bombay ■. 

. 70 


13. Oiyaji Rao Cotton (Birla) 

: . 40 

' ■ .32.:/”;^ 

14. Sub-Totcl (Birlas 

n..5o 

14. 05 

15. Others 

; t; 26. 15 : 

/ : ■ ;2iTo:s.:a 

16. Grand Total 

1,24. 20 

100.0 



TaMe__. ^ XI 


« 



Sh 0 wi nq ..Sch erne: a f; ■ F 

inance fnr the 

Z.u.ar.i 



Aqro 




3. I'Jo. 

■ Source 

Amount 

Rs. Croros 

% Sh 

ars 


1 

2 

3 


1. 

Share Capital 

16, 55 

29. 

26 

2. 

Loan from Intor- 
natianal financial 
Institutions 

30.02 

53. 

08 

3. 

Birlas and- their 
Gollnborators; and 

0. 97 

1. 

72 

4. 

Othc rs , ■ 

9.01. 

1 5. 

94 

::s.' : 

T-o tal ■ 

5.6 ♦'55 ’ 

100. 

00 


k ' ' ", 






130 










IHII^ 


’*« 

'** 




/S; 




^ ' 

■■ .'.^il^i : 

^•^pip 
^ '■ ^ 


(vi) Toyo EnginoDring Corparation and Toyo 

Engineering Corporation (India) have boen 

# . ■ 

assigned the complete responsibility for the 
design, engineering and construction of the 
plant and its auxiliaries and ancilliorics 
on a turn-key basis for a firm price of I 25.6 
crores and Rs.17.38 crores. 

D. Hindustan fin tors (HM) 

(i) The company uas rogisterod in February 1942 and 
B.N. Birla, and G. P. Birla are on the Board of 
Directors'. The assets in 1964 uere placed at 
Rs. 20,81 crores only whereas in 1975, the 

Balance Sheet of the company places the assets 
at Rs. 89, 54 crores. 

(ii) The Hindustan Notors is engaged in manufacture 

of Hindustan Ambassador Cars, Bedford Trucks, 

Lion diesel engines, Marion shouels, scrappers 
and bulldozers, MAN cranes and steel fabrication 
work (all with foreign collaborations for knou-ho 
and for use of trade names). 
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(iii) The domination -of BHR in supplies of passenger * 

’ ■ 'T ^ 

uell known; as also the fact that the ^ 

car design was obtained by the Hfl from one of 
the rnultinaticnal corporations. Tho Hfl also 
manufactures Hindustan Tracker with diesel 
engine. For the production and sale of carth- 
mouing equipment, tho Hfl entered into collabora- 
tion uith the General riotor Corporation (USA); 
for heavy engineoring with Universal Tlarion 
(Switzerland), M.A. Nueremborg (FHG)^ ond Athuy 
Products Corporation Chicago (USA); anti for presses, 
with U.S, Industries Inc. (U.S.A.), 

(iv) The company has boon fortunate in getting a 

number of loans from the U.S. Agsney for Intor- 
nntional Dovelnpment; as on March 1976 , the AID 
cutstending lean was Rs. 15.63 croros. Tho U.S. 

AIC i;)ans uero advanced for establishing heavy 
engineering plants, steel foundry engineering 
plants, steel foundry and plants for manufacture 
of earth moving equipment. 
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5. Out of the totsl equity capital of Rs.l3. 16 
crorcs (l975) nearly 35 par cent is held by 
public sector financial institutions; and the 
extent of preference share hold is 92 per cent. 

6. For a number of years the company could not 
da cl are dividends. 

E. India Steamship Company. _.md Ratn.ak.ar Shipping 

(i) The Indian Steamship uas registered in 1928 and 
the present Chairman of the Board of Directors 
is K.K, Birla. The Ratnakar Shipping uas regis- 
tered in 1960 and its Board of Directors includes 
K.K. Birin, D.P. Goonka, 'I. A. Chidambaram and 
others. 

(ii) India Steamship had assets of Pc. 64. 52 crorcs in 
1975 and R3. 97. 59 crores in 1977. The Shipping 
Development Fund Committee (Govornment of India) 
has extendod large loans to the company. On 

llarch 31 , 1977, a sum of Rs. 22. 77 crores uas due 
to the Shipping Development Fund Committee. The 



company alsG cued Ps. 39.00 crores to foreign banks 
apart From on outstanding amount of Rs.1.03 crores 
to the Industrial Credit and Inucstment Corporation 
of Ind ia. 

(iii) Rotnakar Shipping which had assets of Rs.22.12 

crores in 1 975 had acquired assets worth Rg. 40.19 
crores in 1977. On 31 st of March 1977, the company 
owed R3.7.32 crores to Shipping Ccuelopmont Fund 
Committeo and another Rs.14.44 crores to the 
Grindlo.ys Bank (London ). 

H industan Aluminium (H u i ci a 1 c o ) 

(i) The Hin'dustan Aluminium Company uo.s registered in 

1958 and the Board of Directors included C.D.Birla, 

E. F. Kaiser, A.U. Birla, B.D. Goenke, B. P, Khaitan 
and E.A. Holbrook. Aluminium Industry was, according 
to the Industrial Policy Resolution, 1956, to be 
deuBlepcd in the public sector. As per the Second 
Fiuo Year Plan, the WIOC had boon assigned the res- 
ponsibility to establish aluminium plant in the 



4<r 
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public sectcr. However, in 1958, at ’high levels' 

a decision was taken to request the Birlas to 

industry 

undertake aluminium/in the private sector. 


(ii) Birlas, on thoir part, joined with Kaiser Aluminium 
and Chsmical Corporation (USA) to irnplomant the 
licence. By accepting to collaborate with Kaisers 
(P'iNC) the company obtained access to funds from the 
USAIU and other international finance institutions. 
The UP Government agreed tr- supply power to the 
Hindustan Aluminium Corporation at a subsidized 
rate. By this decision, theusands of ; small 
farmers who uere to get .^loctricity for anergizing 
of the tuba-wolJ.E in the Eastern U.P. , were depri- 
ved of Gloctricity; apart from tho implied losses 
for the UP Electricity Department. 

(iii) Ihe Hindustan Aluminium Corporation has two sub- 
sidiaries namolyj- flinorals and flinerals Limitoc, 
and Renu Sagar Power Company Ltd. Renu Sag or 
Power Company, it mey be montionod, was allowed to 
bo established in the private sector as a spocial 
Cass since, under tho Industrial Policy Resolution, 
power was to be exclusively developed in the 
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public sector. The company cues lot of funus to 
the financial institutions inside and outside the 
country. A broad picture of the share holding 
structure is as follows; 

(iu) uxoracts from tho Dytt Committee on the Hindalco 
case are given in Appendix - B. 

telco 

(i) Table UIII had brought out that more than a quarter 
of the increase in the Tata assets is accounted for 
by only one company, namely, the Tata Engineering 
end Eloctric Lecomotive Company. The company was 
registered in 1945 and the Board of Diroctors 
include 3.K.D. Tata, N.H.Toto, A, Palkhi wala , S. 
"uolQaokar, M.il. Mafatlal and dames S. Raj. 

(11) The company hod origin, ,Uy token up monufocture of 
loc...,m. tives for the railways. However, it shifted 
tc production of commercial vehicles and trucks 
after entering into a cullaberaticn agreomont with 

111 (Tidd ■ a: ■); qwmsf t:i;;q;i 
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(iii) The Central Bank of India has bsen annalQainated ; 

with the' company as also another company of the 
Tata House, namely, the Investa riachinc Tools : 

anu Enginoering Company Ltd. The company has 
established the Tata Precision Industry (Private) 

Ltd. in Singapore and also proposes to establish 
a joint vonturo in Malaysia for assembly of Tata 
vehicles. 

(iv) ThvO company was not only having technical collabo- 
ration with Dailmer-Benz but also onto roc, to 
collaboration uith Rheinstahl of Uest Germany for 
industrial tractors, forklift trucks and front-end 
lo aders. 

(v) Tho assets of the company ucro estimated at 

fe. 201.33 crorcs in 1576. The Government of India 
is an important shareholdor in -the company right 
from 1950 uhen it invested nearly Rs.3 croros in 
the preference and other shares of the company. 

The financial institutions have- been extending 

loans from time to time in a liberal mat'ncr., 

During 1975-76, the Life Insurance Ccr po i oitten 
of India agreed to give a loan of Rs. 5„ 50 croros^ 
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thG Industrial Daveiopment Bank of India, Rs. 3.0 
^ Unit Trust of India, Rs. 1. 50 croros; 

iTLI.j Rs. 1 croro; ICICI^ j_ croro" and other 
banks Rs. 2.25 crores. The cornpony has baen having 
other Collaborations too but tho main reason for 

its expansion has been the Government of India’s 
approval to olloui it to expand its capacity for 
production of commercial vehicles. 

lata Oil PTiMl.? 

(i) Thu Tata Oil lUlls is an old company established in 
1917. O.R.D. Tntn is its Chairman. Apart from its 
oun operations it has Lnkmo Ltd. and International 
rishories Lto. as its subsidiaries. The company 
olsu has invostod substantially in tho Industrial 
Perfumes Ltd., Tata Finlays Ltd., and Uni Tata 
Sdn Bhc r-lalaysia. The Tata Oil Mills also has 
arrrngcmonts for manufacture of toilet soaps in 
Tanzania, Singapore and Ethiopia. The joint uonture 
in Malaysia uas formed in K-ula Lumpur under the 
stylo of United Plantations Barhcd, In Malaysia, 
tho Unitata is in collaboration uith Tata London. 


^"'nL.3 
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(ii) Tata Oil f'lills also acts as sola sailing agents for 

Tata Chomicals, Tata Finlay, and Industrial Parfumas. 
The company is one of the important prociucors of 
soaps and toilotorics, ,, synthetic dotorgents, 
vanaspati, refined oil and mass consumption pro- 
ducts. Uhilc granting licences for detergents in 
Indio the Tata Oil Hills was able to gut an 
important placo in the industry. 

3 , ’ TISCO d>.; T 

Thera is hardly any need to ornnhasizo that Tata Iron 
and Steel Company, which is the largest company of 
the House, has been able 'to continue its operations 
bscauso af the govornmont decision not to nationalize 
this industry, as contemplated in the Industrial 
Policy Resolution of 1948. Tho financial <assistancc 
granted by the government, loans from the Uorld Bank, 
and sfGcial privileges enjoyed in matter of mines 
etc., by the company are well knaun. The govern- 
ment financial institutions and nationalized banks 
control 44 par cent of the equity shares in the 
TISCO as also nearly one-third of the preference 
shares ara hold by the. 'public sector. 
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1 ha -..n.dian Tube Cnmpr;ny 

(i) Ths Indian Tube Company uas registered in 1953. 
Air Chief Marshall P.C, Lai is the Chairman and 
hr.nr.ging Ciroctor of the company. It is engaged 
in piauucticn of a ucriety o-f tubes. The company 
is also a sales agent for the British Steel Cor- 
poration fer sale of their products in India. 

(ii) For all its expansions and new projects, public 
soctor financial institutions collectiualy made 
the necessary funds auailable. For instance, in 
1975, the company undertook a project for increa- 
sing its installed capacity uhich inucived an 
outlay of Rs. 12.44 crores. The Life Insurance 
Corporation, the IDBI, IFCS UT I sanctioned 
rupee loans for 4.67 crores anti ICICI foreign 
oxchange loan cf Rs. 3.33 crores. The company has 
t..chnicul Collaboration uith American Petroleum 
Institute for using the monogram on line pipes. 

A . §sp , plnt.f.Lc ! — iLa.aiinQ - Qnm.pnnv Lt.ri, 

Thu company ucs established in April 1961 and A. 

. Hydnri, N.A. PolhWa, NOl. Uagie nro ..ongst 


the mGiTibGrs of the Board of Oirectors, Tho 
establishment of the company uas the result of the 
collaboration betuesn Aktiobolr.got Suonska ^ 
Kullagerfabrikcn gf Suedon and Skefko Ball Bearing 
Company Ltd. of England on the ons hand and the 
Investment Corporation of India (a Tata investment 
company), on the other. The holding company is thi 
Suedish one. The Investment Corporation of India 
Limited holds 76,000 shares, out of the total of 
four lakhs shares (each valuing Rs. IQO). 

Tho Indian Hotels ; 

(i) The Indian Hotels ucs incorporated in 1902 and 
initially used tc manage two hotels in Bombay, 
namely, the Taj P-lahal Hotel and the Greens Hotel, 
However, at present, the India Hotel Co. Ltd. has 
a number of luxury hotels under its control; Taj 
C/:romandel Hotel (f'lacir ns), Udaipur and Jaipur 
Hotels, Fort Agndo Beach Resort Hotel (Goa) and a 
hotel in Delhi, 


(ii) J.h.D. Tata, NeVal Tata and R-N. flafatlal, Keshub 
Flcahindro are amongst the members of the Board of 



- ~ 

Directors. Starting with 1973 its assets houe 
increassd from Rs. 9.78 crores in 1973 to Rs.16.27 
crores in 1978. The main reason for the grouth of 
the Company has boon a link-up batucen the Taj and 
the Intorcjntincntal Hotels of the American Express 

and easy and cheap finance from national and intor- 
natiunal agoncios. Tho Hotel Development Loans Boord 
is an important source of finance. 





^ j 


(ill) The government patronage to the Indian Hotel Company 
uculD bo evident from n brief account of the Delhi 
project of tho company. In 1975-76, the company 
underrook to sat-up a luxury..hutc.I...in Delhi as a joint 
venture with tho Nqu Delhi Hunicipnl Committeo (iMDfC), 
The building itself and all its fixed equipments are 
constructod and owned by the NDCC -,nd the some is 
leased out to tho company on a long term lease for 
running a fivu-star hotel (a priority expenditure! ) 
The 350 room hotel, was estimated to cost Rs. H crores, 
of which nearly half is the cost of construction of 
building which would be met by the NDfiC. Similarly 
oomo of tho palaces owned by former princes at 
aipur and 3oipur havo besn taken over by the 
company, for running of luxury hotels. The company 










' . pL','' -i.l ''7:' .%'■■■ ' ■ . ' ^ 
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has constructGcl a flight kitchen after antering into 
agreements with some of the international airlines, tc 
supply food requirements for the air passengers. 

.Su ddI v... and T pta. .Pq war. 

These nfc mainly power companies, an area in which 

■ public sector alone was supposed to bo operating. 
Substantial loans and .other assistanco has been pro- 
uidpd by the government for those undertakings, 

■felt as ' ■ . ' ■ ■ . • . ! 

'(i) deltas Ltd* was incorporated in 1954 and N.A. 

Palkhiuala uas its Chairman during 1976. The company 
uas promoted byjl/s Wolhart Brothers and Tata Sons 
Pvt. Ltd. to take over the Engineering and Import 
Division jf the Uolkart Brothers in India. It has 
become ono of the important trading company of the 
Tata Hlusg. The company has been trying to coordinate 
distribution of many a largo company in tho country. 
These include? Herck Sharp and Dohms of India Ltd., 

Roche Products Ltd., Kirloskar Pneumatic Co. Ltd., 
and .Tata Engineering .and .Locomotive Company, 
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(ii) The company uas . promoto r cfp LaXmi Machine 

Ltd. p Internationol Traptor Company of India Ltd, , 
National Elactric Industrios ltd. , Cre scent Iron 
and Steel Corporation, and Uandleside National 
Conductors...Lt!l. Id .1 9§,.3-'64 , ..the company promoted 
Scotish India Machine Tools Ltd. in collaboration 
with Scotish Machine Tools Corporation of Glasgou 
for manufacture of machins tools, and Tata-Morlin and 

Gorin Ltd. in collaboration uith Tata Private Ltd. 

In 1964-65, the company joined Hines Safety Appliances. 
Cq. U.S.A. and Associated Battery Hakors (Castorn) 

Ltd. , Calcutta, and promoted Hines Safety Appliances 
Ltd. , Calcutta, as a joint uenture. The Life 
Insurance Corporation has substantial equity parti- 
cipation in the company. 

9. It will be interesting to present hero, in brief, 

t ■ ■ ■ L ' ■ L 

the pcrformancG of the tuo top Houses in respect of their 

.contribution to earning foreign exchange for tho economy. 

Table XII presents the , companyulso dotails of the foreign 
currency utilization for the top 12 cempnnios of the Birla 
House for the year 1975. The companies oarnod foreign 
curre.ncy, through exports, to the extent of Rs. 21 croros, 
the foreign exchange utilizeci’ stood, at Rs.33.06 croros. 
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Out of ths toted foreign currency utilized by the’top Birla 
House companies, nearly 80 per cent of it uas accounted for 
by import of rau materials. The interest payment on foreign 
loans uas tha next important expenditure head. Strangely 


enough, the import of capital machinery was rather un- 
important. 


Table - XIII shows company-wise performance of 9 

Tata companies with regard to thoir utiilratlon of foreign 
currency and exports. The total exports of the 9 companies, 
during. 1975, yore of tha order of fc. 20.74 crores. Against 
this, the expenditure in foreign currency, by tho Tgta 
companies, uas nearly fe. 45 croros. The pattern , of foreign 
exchange utiiizatien for the Tates is different from that 
of tho Birlas. Tha payments on dividend and capital goods 


account aro more 
Birlo Companies. 


significant than what was true of tha top 



Performance of Top Tata House Companies Irj Terms of 
Foreign Exchange Earnings and Expendlti^ ' 





(Source: Company Balance Sheets) 











1 . 


The growth of overall concentration in the private 

Corporate sector, as also the phonomenal growth Qf the top 

business Houses in India, has been n_ot jin sjitc p/ .gp^vprL'^.f^P.li 

the 

p 0 1 i_c i e s p n_d_ .prp_no uji c_8mep t s_ _ but __bo_c au se of /'ox'c o p tip n s mad e by_ 
the government i_tselX to encourage and promote largo indus- 

■ “ ' ( 7 ) 

trial Houses. ^ "^He basic factor, responsible for the 

rapid expansion of the top business Houses, is the ’high 

level’ decisions authorizing deviations from the Economic 

Programmes Committee Report, and the Industrial Policy Resolu- 

(?) 

tions of 1948 and 1956. ' Uhile the public prcnauncements 


(t) Cf_ The riahalanobis C am mittee was surprised that in spite 
of various legislations and Governmont policies, the 
concentration had increased (p. 54 ).■ The furtherance 
of business concentration was not, on balance, unde- 
sirable as per H^zari and flonopolios. Inquiry Cainrnis- 
sion. (Hazeri. Structure of Private Corporate Sector , 
n. 30 5, and MIC Report p. 136.) 

( 2 ) Tho first major policy departure was mado in 1948 when tho 
proposal for takeover of the then existing largo con- 
cerns (as suggested in tho Nehru Committee )was shel- 
ved for consideration after ton years;. The second 
departure, of significance, was in the Industrial 
Policy Resolution, 1956, which accepted continuance 
of private sector in industries listed under 
Schedule-B. The later departures from the declared 
policy have been pointed out in Chapter WI- The 
main industries thrown open to private sector are; 
Aluminium, fertilizers, power, chemical pulp, sea 
transport, synthetic rubber, etc. 
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ucre made far the Indian public sector to achioue the 
’commanding haights’ and the Congress Party and Parliament 
of India passed resolutions for directing State policiGs 
towards establishment of 'socialistic pattern of sociaty’,^^^ 


w 



*Nii3 


the Industrial Policy Resolution of 1948 uas, in substance, 

' ' ■ f or 

diluted to allou greater role / the private sector. 

In tho middle of the 'Fifties, the then exis- 
ting Iron & Steel and pouer units -under the control of private 
sector, ucro alloucd to strsy, the Gouernment in fact provided 
promotional finance for this purpose. If this departure from 
the i:!r3clored policy had not been made, probably, there would 
not have been a later justification For any other private 
business House being given industrial liconces for establish- 
ment of largo sized projects from the list of industries, 
specificQ uncer Schedule B of the Industrial Policy Resolution 
of 19 56. 


^^'°itionally, if the approach to industries os 

visualized curing the mid-forties (that industries which were 

likely to. become monopolies, either because of technological 

„ outlay required, 

reasons or because of large capital/ should only bo developed 


(3) Rosolutions in this rogard, wore passed at Avadi by the 
^ongress and the Parliament, Sees INDIA Third^Fjun 
Jl^ar Plan , pp. 3-6. ' , 


under public control and ounarship),^'^^ uas adhered to, the 
private big business Houses uoulci not have boon placed in 
monopoly position in anyone industry. In case of the 

public sactor, tha pricing policies and supposedly their 

to 

resort to monopoly prices or X ’ mal—practices 

would, hou&vor , have been a mattsyr of public debate. The 
licence to establish private monopolies uas, therefore, a 
result of the policy deviations and concessions by the s^tate^ 
Once private monopolies are alloued to be established, they are 
bound to have the capacity to resort to monopoly practices 
in order to reap high profit margins. Secondly , the deci- 
sion to allou continuanco and entry to private capital in 
like 

areas/ . iron and steel, aluminium, heavy machinery, 
rayun grade pulp, fertilizers, basic chemicals, and' basic 
drugs, by itself implied rapid growth of the assets and 
turnover under control of the business Houses. Each single 
largo project would raise the assets by Rs. 100 crores or so. 

In brief, the phenomenal growth of business concentration in 
tho private corporate sector is primarily due to the 


( 4 ) Sees Inuxan Motional Congress, Eca.nomi c Pmomm Cnmmittp.o : 
O-a.PqTt (.Chairman: Oauaharlal Nehru) published in 
Young Indian. Uol.Ii pp, D 99-103 





either uay. As long ss the curtain of secrecy is not 
liftscJ, an objective discussion cannot tako place* and thoso 
uho take positions, could be easily described ns iTiischiuVous 

(7) 

confused ano dogmatic. 


F iriancial 

Institu - 

tions 


5 , Since Indopcndenco , Government has established a 

number of public sector financial institutions. The primary 

their establishment uas , 

ni o "t i V cit i. 0 n f'or' f Gncour'sQG hbu on t/i?Gp3?GnGur 

cooperatives and small and medium industries in the private 

sector; and this too as pur the Industrial Policy Resolution 

The Uorld Bank Team that visited India id 1954 propesed that 

in vie-u of the need to harness private initiative and 

the Government should 

cncouTage new entrepreneurs , / • . promote 

financial institutions which would extend risk capital. 

However, once these financial institutions were established, 
original , ' . . . ... inctitut..o ns 

the/met ivatio n anc the objcctivos, for which these/ were 

established, were kept aside; the financial institutions 

have nou) become the main financars of the companies end the 

now ventures promoted by tho top industrial Hou S G 3 of the 

country. The promotional finance, which uas Bupposec to 

bo made available for encouragement of agro-basod indus- 


(7) Of late, employees of the FICCI ^nd sympathizers of the 
Top Houses, have started a campaign to malign per- 


sons associa;ted:, uith the Putt Com.mitto. o. Sec, for 


instance. 


day of Hay 1, 1979, np. 72-73. 



in the co-opnrntiun sector end tc help nee entre- 
preneurs one small and medium industries, uas diverted to 
help implement large projects, the industrial licences for 

o“°en ‘h'? influonti al business 

Houses. Thu public" sLtor''flnani:ial“coiSi t“-^P°5|‘ions 

i xrionciai Lorporatzons/ to expand 

their bnse in India. 


important factor r-spnneihici r 

ponoiblo for changes in the 

attitude end adoption of policies to help uetcbllsh large 

-terprlses of the top business Houses, uas in the eepoint. 

-nt of infiuontiel and loading private sector industrieli.t 
uerus of nenagemont of those institotions. Opoo tpo 

it::::" " - under 


( } f'u,r a CO tailed account of th" Pin • i 

povided by the 22 nublir assistance 

tutions, see; ILPlC^RnT:^T ^^'^u^ncial insti- 

CSHQit, Chapter UII ^nd U'oi. II/'. 

(9) Government nomimtnn' nnn 

Tntn nn-l R a , ^ P^e SC n t 1 1 l/n n n K - 

nsr s, 

cn the Bc-rd -iP fh ^ Arvmd N. M-fnfi -.i 

hnf* << i' Reserve Bank -,p t were 

np |N.k. Birla, D. P. Gn^nV in ^ndia and ICICI 

its £bard. ‘'uunka end fl. V. kruncohalam on 


% 

^ : 

*» ^bsc;ncG nf 

II R 
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casy for ths top Houses to take at van tags of thair position 
and obtain large project finance at lou rates of inturest. 

7. Granting of industrial licencos to influential and 

top Houses for areas, uhich uara aarmarkod for public sector 

deuolopmunt and projocts which wore uf monopoly no.turo, 

by itself, would not have boon that unfortunate if the 

,such as 

governrnont hod observed the minimum raguloticns/ ' ' . are 

even 

observod/in countrios like U.S.A, and U.K. • I'or instance, thoro 
may bo a case (hou-so-ever uoak it may bo) or a policy deci- 
sion under the plea of "public intcrost" for granting of 
monopoly rights to a House, in an industry. But in that case 
there has to be an adequate and effective regulatory macha- 

nism to ensure that private rnonopclies does not take undue 
their 

advantage of/ ' position. Statutory price regulation, 
under tho Essential Commodities Act, should havo been 
imposed, as a storting point, Thu Government has not, 

however, resorted to statutory control of prices. The 
price controls have, been mainly through 'informal' under- 
standings with the inolistrialists. On tho international 
scone one has yet to come acaross examples where so much 


(l0) Schodulo A & B of the Industrial Relicy Rosolution of 
1948 were supposed to be listing only basic, heavy 
and otharuise essential commodities,- 


w 


- 1 55 - 

faith has bcGn placad on private mcnopoliosj tor sulf- 

imposed discipline of good economic conduct, as has boon 

shoun by GoVornmont of India. Under the situation, private 
mcncpoly undertakings have reaped quick and high profits. 
The high level of profits becamo quite easy in a protectod 


9 

^*^****^^^ 


market uith no threat of competition, 


from within or 


outsid e 


the country. In addition to tho largo protected market, a 

Variety of subsidies and concessions have boon auardod to 

the large monopoly undertakings on the plea to protect and 

promote ‘infant’ and ’national’ enterprises. The monopoly 
. a 1 lowed 

undertakings have boor/ not only to convass and plead their 

Cases for priority and concessional treatment but also to 
secure tax exemptions, and other concessions in tho monetary 

and fiscal policies of the Central and Stato Governmonts. 
Many of the concessions can hardly be explained on any 
oconomic, sc-cial, political or plan logic. 

8. The exploitation of tho Indian consumers by' the 

organized industrial sector and largo and monopoly under- 
takings has boon facilitated by the fiscal policios which 
allow high levels of depreciation allowances. This, natu- 
rally, enables tho capital intensive industries to inflate 










their costs in addition to ^ tax roliefs. The process of 
revaluation of assets, and the advantages accruing from 




-I • 


from 
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it, are a product of tho high ciapreciation allcuanca practice. 
Tariff Commissions and agancios like the Industrial Coots and 
Prices Bureau, have bocome more an instrument to find justi- 
fication for successive price rises and lass, to cut down 
private profit margins in oreJar to provide relief to the 
consumers. The tRTP Commission has remained ineffective to 
curb oven restrictive and other monopolistic trade 
practices, primarily, because the pouers enjoyed by tho 
Commission arc limited ones. ^ ^ The attiturlo of the 
Govurnment touards private corporate sector, especially 
top Houses, is reflected in the fact that the fiRTP Commission 

(12) 

is more ignored than consulted. It may be relevant to 

mention here that for most of tho largo companies of the 
private sector there is no statutory provision placing any 
obligation on them to maintain proper cost data. Ono comes 
across, case after case of companies in which the auditors 
certify that the company uas undor no obligation to keep 
records on production costs. 

9« In tho absence of any statutory obligation to 

maintain cost records, one can well imagine hou the 

(11) ’^oniG^af the ^limitations of MRT P Act have been pointed 
‘(12) Ibid p. 251. - 
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Tariff Commission and othc-r government agancies can function. 
It uould be helpful to scholars and public men to roquest 
the Govornment to publish tho reports on aluminium, man-made 

fibres, and other important industries An," 

squally pertinent question wauld be to ask uhy, so far, not 
oven a single renort of the |■■^RTP Commission has been 


publisheiJ by the Gq v/Qp nenon t « The 


:;rG obuiaus * 


o recsonsy one would submit^ 


aspiict cancDntrntion and 

growth of top buoinoos H,:uooo is that tho badkb,,no to tho top 
H.,ust.s in Inoio IS prouidori by the actiuo inuoiuament of 
forslgn multinational corporatians (I'aCs). Under the ploa 

/ saouring technical knou-heu, the top business Houses were 

„u baxidin far liberal financial assistance from foreign 

govornments, their affiri nj m, n, „ a ^ 

■ -lal d...;unci,oo anu investment companies 

tho mUltinatlOri'n'Ice "TH~t 

in,,aianala. Iho in.luonce and capacity to provido 

funus by the foreign collabaratnrf- .raa ■ * ■ 

uxiiaUud-cCors uas, m most cnsos, more 

important than tha n-of.^cu „ p. . 

cu oHo pjosobsion of tochnic"! ar 'nr-.f'„n,na- i 

competence. The grant of l.-^rno 1 ,— n- f . 

i..ay 0 iu,,:nsy ct loy mtes of 

interest, disbursed by the U.S„aID Pr- ■n * i , 

y uiu. . 3 . Hit-, foreign banks and other 

international financial institutions c^n -m v f- 

by wyuo Cu..n uniy be explained 

iythe Influence exercised by tho MiJCg an their home 

gd'Vernmen ts and other intnrn'^fi ip !» 

, ; c international funding agencies. The 




JZ. 

Y* 

TZ. 


Tl 


fink 

'“ion; 


ion 




JZ. 

.j F 


tZ 

TZ 





- 158 


top industrial Houses of Inclias have technical and financial 
involvement from multinational corporations like, Goneral 
riotorSi, U-S. Steel, Kaiser, Dnimler Benz, 

Levers, and Enka. Tho question of Indian business Houses, 
therefore, is no more a mettor of internal policies alone. 

For instance, if India riecidos to have certain policies 
touards the companies like Zuari Agre (a Birla Eompany) and 
Associated Bearing (q Tata company), it has international 
implications. 

11. In 19G9, fourteen Indian commercial banks ucre 

nationalized. The precise reasons, for the nationalization, 
yore never spelled out. Tho public, houevar, uas given an 
impression that tho nationalization of private commercial 
banks was motivated by the desire to de-link control of top 
industrial Houses from the banking sector. It uas believed 
that with the nationalization, tho top industrial Houses 
would not be able to obtain easy, cheap and convenient finance 
vis-a- vis others. It uas further pleaded that nationalization 
of banks uoulc! result in reduction ^ of loans and advances to 
the organized private sector in general and the big business 
Houses, in particular. It uas further agreed that the 
nationalized banks uould promote agriculture, small-scale 


and medium industries. 




1 59 


T 

s. 


ar; ccmpl.atlon of -a ,'dacaa*8 of tha. nationalization j^T 


-1 O A .O .U 

’ Z # J M C W * w- Ifl w w It UJ » tJl V-* tij W fTJWi a LJ l '-'I I 1 ( 11 w U- A-/ I J Lt Jt_ JL jiL. i *1 Kj t 1 1 I f * ~ ^ 

one hos to question as to hou far the nationalized banks have 


functioned differently from uhat they used to, during the pre- 
nationalization era. The nationalized banks have, undoubtedly 
mcodo larger credit availablo to agriculture and small-scale 
inuustriesj the change, houeuor, in terms of peroentages, is 
hardly any proof to suggest the fulfilment of the envisaged 
objectives, for which the private: banks were nationalized. 

The notionalizod banks provide oven larger loans to the com- 
panies of the top Houses. Tho uarlier understanding, that the 
availability of rolling working capital, do fr>ctn amounts to 
provision of long-term f inance, has not: boon used to correct 
the distortions existing in tho loan structure of tho 
banks. Dust as in the case of the public sector financial 
institutions (like tho Industrial Finance Corporation, lOBI ^ 
ICICI, and others whore Board of Directors had represen tati ves 
of top industrial Houses) the nationalized banks and the 
Ro servo Bank of India too continue to have private indus- 
trialists on thoir boards. Surprisingly enough, after the 
bank nationalization, there has been no real discussion, at 
the policy-making levels, to use the nationalized banks 
as instruments for reducing concentration or regulating 
operations q^ top industrial Houses. The pleas put 
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^ have been 

forth for the nationalization of private commercial banks/ 
completely forgotten. Should one say that these are for- 
gotton? Or, the reasons areS on the one hand, no uiillingness 
to reduce concentration, and on the other, pressures have been 
exorcised by individual industrialists, representatives of the 
tap industricl Houses and organized industrial sector to seek 
favours, through political interventions in matter of receiving 
loans and other forms of financial accommodation from the 
nationalized banks. 

13. It appears, at the policy making levels, it uas 

believed that private industrial Houses would compete uith 
each other to the advantage of the common man. The expected 
competition betueen Houses, it uas also believed, uould 
enable the government tc exercise the countervailing role 
and guard 'public interest*. Houever, such assumptions have 
proved to be urjng and without any basis. The private 
industrialists and business Houses havo been, and are, 
operating uith abundance of mutual understanding of the 
interests of each other. It is rarely that the Houses 
inciulge in competition among themselves. On the contrary, 
one can find evic'onco to show n fair degree of co-ordination 
between the top industrial Houses, through interlocking of 
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tii r G 5 C tor sh ips ancl inter— corporatG inuGstment. In a numbGr 
of companias of tha Birlas, there are senior industrialists 
balcnginy to other Houses, and the saine is true of the Tatas 
companior^ Ths general coordination betueen industrial 
Houses is centinueusly sought to be achiev/sd through forums 
like the Federation of Indian Chambors of Cammorce and other 
associations of the organized private corporate sector. 


14. 


IMPRWP 


Thoro is hardly any political discussion or oconomic c^p^ 4 -,- 

4- 1 Q 


policy on which tho industrial Heusas do not got together to I'^'nd 
represent colloctively. The expression of opinions by 


ties 

nd 

blic 


’f" 

individual industrialists may be timed in such a way as to 
achievo the maximum impact on public policies. « 

Parlvnment and Govarnmon-'-j havo always given a patient hearing 


to the viewpoints of large private industry. Because of tho 




large financial and infrastructural resources at.thoir command, 
the 'r'rganized private corporate sector is able to establish 
contacts with political parties, individual public 
reprosentativos and the administrative system at all levels. 




(l3) Iho criticism of tho proposed policy alternatives to 
curb business concontration by G,D. Birla, d.R.D. 
Tata and S.L. Kirlesknr within the month of May 
; . 1979 cannot bo treated as a matter of sheor 

; coincidonce. 
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In contrast to this, not cyan a singlo political party v 

has paic' attention to under takn systematic stueJias of the 
•jccnomic and othor national problems. Public policies 

never got dobateeJ on the basis of facts. The so-called 
freodom of the pross in Indio is restricted to the froodom of 
a feu national newspaper establishments, each one of whom is, 
invariably, under control of a business House. 

15. One Comes across, quite frequently, political perso- 

nnlitios expressing vieus which are more of fanc-ies and whims 
than based on any roalistic undarstanding of the problems. 
Because of the inherent limitations and abscnco of any clear 
policy frame, it is not un-comrnon; to see that assertions by 
political •pcrsonalitios get ignored in business and other 
circles. In fact, if radical slogans are too frequently 
voiced, without any. follow up, the credibility of political 
loaders and .tho system is bound to got affeetc i adversely, 
tinting out of stray thoughts, indulgence in strong denun- 
ciations and issue of public uornings to big business or the 
tr,„L.;uifa in general achieves no objective. Political parties 


( 14 ) The only exceptional ,c.asa is that of Socialist Party 
of India which brought cut a number of rhamphlcts 
for education of uorkers on Important issues of 

;;h::;;pubi5i;c;;' :po;i.icy^,;;:;;;;dd^^^^ 
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their iBnc'ership jj3uld, in all probability, need to 


’■>Bvoze time in undorstanding the real nature of economic 


stom that they aro' expactod to administer. The ones in 


[louerp hooci/Br, depend more in reading out speeches prepared 
by tlie civil servants than applying their oun mind on the 
problems. If public policies uero argued not to gain 
applause from the galleries alone, the fate of many a public 
policy can bo quita different. Unfortunatoly, the experience 


of tho rocont has made paapla aandar if political assor- 


w, m^da by tha ruling as uoll as the opposition partios 


son roally to taken ssriausiy. Ua must ask, as to uh y tho ’ 
talk about nationalization of somo Companies and Hausos, fail, 
to evoke the typo of public support that ona sau uhen tho 14 


p^i^atG banks uerc nr-ti n 1 i '- m"’ T 4 - t i i 

- r. It uGUlc: not bo corr act to 


say that tha publlo at large ueuld support tho grauth of big 
businoss Heusas; tho reason for ohango in attitudo is beoause 
of lou creeiibllity of tho political parties. Thera has bean 
an oraelon. The earraction to it mould also havo to come from 


the political parties and from no-uhoro else. 


16- A consoquence of fast groulnc concentration of 

ooonomio pouor in private hands is that daliborato efforts 


are made teat create an impression that thoro uos n efr 

uw oml-xu was a strong case 


glj... % 
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For 

i/allouing privata sector enci large Houses to grow uithout 
any rostrictions. Anci furthor, tho public sector should 
bo assigned a minimum possiblo place in the Gconomy. Such 
c.n approach has been promoted by the organized business 
SGctor for a long time. The number of publications brought 
cut to malign public sector, by the i'ICCIj ys an indication 
of the argr.nizud attempts in this direction. No one is 
attempting to defend public sector for its fault, Houever, 
hou many studies has the f'ICCI brought out to show the 
malpractices of the private monopoly concorns or even that uf 
the foreign companies and multinational corporations. 

Studies on the private sector cannot be the objective of the 
FICClj for obvious reasons. 


Ap pendix - A 


— f.r.om tha Second Indnstrinl Licencing 

"Ropo rt (iqfig) 

(Rayon Grade Pulp) 


RA Y.CIN. GRAPE PULP : V 

Aiia.Qxitij2[is. ’ 

"Birlas applied far industrial licGnce inf' 1960 in the 
name of flp.njushrGe for Gstoblishihg a plant in Assam. A licence 
uas granted for 54,000 tons capacity per year. Foreign Exchange 
UDS also given 6 the same but for some reason or other, they 
could not- proceed. lo: 1965 they applied for additional licensing 
capacity for establishing tuc plants, one in the name of Kasoram 
Royons and ano thcr undar tha nafae of Cent-ury Rayon for astabiishing 
a plant in U.P. Similarly, they applied for another plant in 
1965 under Gualier Rayon for osta'blisbing a plant ir> 

They applied for a third plant in Himachai Pradesh, They already 
have a plant in Kerala* . 

In this connoction^ it may be observed that National 
Rayon yero given a licence for establishing a plant in I'lysore 
and the necessary import licoacs was also giverr^ but tho scheme 
could not mctarialiso due to some objection or other raised by 
Go\/ornmont officials at the instance of Birlas to -fru'etrate 
the scheme of National Rayon". 

Uo give belou the list of applications for licences 
for production of Rayon Grade Pulp made by cencorns belonging 
to the House of Birla. 

(i ) Gualior Rayon uas the first to enter the industry and 
they obtained a licence for 36,000 tons in Mardh, 1958, uith a 
substantial expansion licence for 18,000 tuns in Oanuary, 1961. 

(ii) Hanjushroa Industries applied in April, 1960, for a 
now unit in this industry to be located in Assam and in February,, 
1961, uas granted a licence for -a capacity of 54,000 tons. 
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The cpprovnl ef the first acplication of Gualior Rayon 
has some so cial features that' nay be notod. Gualior Rayon 
had already undertaken the establishment of a unit in Kerala 
anti a capital goods. import licence had been issued to it 
before the industry uos brought under the Industries (Development 
& Regulation) Act by the Amendment Act of 1956. In 1957, as 
a result of the foreign exchange difficulties, it uas decided 
to reviau all the capital goods import licences that had remained 
unutilised up to that time. Ultimately, after discussion, an 
import licence of Rs. 3.0 5, cr ores uas granted on 25.8.59. This 
uas made a cash licence on 14.1.60. On 10.3.60, Gualiar Rayon 
applied for substantial expansion in Kerala, within two 
months of their being permittsd the import licencB of Rs. 3.05 
crores. Their industrial liconce of 21.3.58 remained to be imple- 
mented. On 12.4.60, the Licensing Committee decided to approve 
the scheme, without enquiring whether the raw materials required 
for expansion would bo available; it was decided that this 
should bo certified by the State Government. The licence was 
issued on 17.1.61. 

Another af.:.licntion from the Birla Group for rayon grade 
pulp was received in April, 1960, from flanjushree Industries 
for a neu unit in Assam. No question was raised about the compo- 
tence of fianjushree industries either by way of experience or 
finance. ‘The authorised capital of rianjushree Industries was 
5 crores and paid up capital Rs. 5,000. 1 Uhile the DGTD 


g! I 

^> 1.3 

e I 

. .. 

£1 

c. 

cJ 

jC. ! 
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□ fficiclly rc cGmmGncJQci rajcction, as a Sahujnla Unit hat alrsaciy 
bcsn licGnsocl f'oi? Ass afn y th s Hi n i s ti* y to ck tha ixnc that as 
ths State Government uere supporting the application, the 
DGTD should reconsider its views. The DG¥.D agroad with this and 
an estimate UQP obtained from Assam about the availability of 
raw materials. The availability estimate given in 1956 was 


200,000 tons per year, but in August, 1960, as an enquiry was 

made in connection with this application, the Assam Government ; 
gave an estimate cf 1.44 million tons. At a later date, on 21.11.6 
an estimate made on the basis of another Central Government { 
enquiry gave the figure 480,000 tons’ | 


On the basis of the estimate of the Assam Government i 
made in i960, a recommendation was made by the OGTD in Oanuary, 196' 
that row material would be available for Han jushreo's roquiremantsd 
The suri,r„ary for Che Licensing Committee, however, failed to maintai) 
facts from which an in^^orence would certainly have been drawn 
chat there would bo serious raw material difficulties fob some 
■years to come. Tha Licensing Committee approved the application 
;Gnd:;they:I lcEnc&^ on '-I 6. 2.'1961. \ dd-;: 


ii 


lanjushrec uiJ not take any steps for two years to imple' 


ment tho licence and in August, 1963, proposed a transfor of thi 
licence to Kesoram Industries of the Birla Group. The plan was 
then put forward that Kasorom would be ablo to find capital md 


- 169 


..,lso were in the field of myonycrns manufacturing. Euan at 

that stage, uhcn this matter ur.s taken to the Licensing CommittBe 

Y*^ 

Ya 

Y»d 
Y^ 
Y"^ 
Y*d 
Y*d 


in July, 1964, with a suggestion that I'lan Jushree ' s licence might 
be revoked, the Licensing Committee reccmmended that in vieu of 
the. nt-„Lj i or a large unit m Assam, the entrepreneur might be 
given an opportunity. So, the licence was not revoked. It 
remains unimplGmented and was not rev, eked until the industry 
uas delicensod in 1966. 


Kosoram Industries of the Birla Group sent their own 
application on 20, ll. i 965 mantioning that a licence might bo 
givon to them in lieu of (•lanjushree uhich uould be surrendered. 

The Assam G.^vernment uas against granting this licence, fearing 
that Kesoram, like Manjushree, uould not do anything to 

ic.nc. Uh^n t..jy sansod that the Assam Gouetnmentij 
eae not ready to sur. crt the arplisotion, a fresh application 'T 
was made for an un.dertaking in Uttar Pradesh, after consultation C 
uidh the Planning Commission. Before any decision could be taken 
on the application, the Industry uas delicensod in Moy, 1966. 

inQ Rnvr-'n fh**/-. p * 

ion„i nayon, this firm uas granted a licenc 

- «. 1.1961 far the establishment sf a nou undertaking in 
Pyooro State for the manufacture of 30,000 tans af rayon grade « 
pulp per annum. The Campony entered inta a r'oraign collabaration f 
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and ths C,G„ import liconce against loan from United States Loan 
Fund uas also approved. Uhen it uaSi houever, observed in 1963 
that sufficient progress uas not being made, a shou cause 
notice uas issued an;' in the reply the party stated that ouinQ 
to. gregar ious flouering of bamboo in the areas allatted to them, 
the State Governmant uas unable to meet the rau material 
requirements. As the State Gav/errunont uould take at least another 
six years for supplying eucalyptus^ another suitable raw material, 
for the industry, implementation uauld have to uait for that 
period of time. The firm therefore requested in December, 1963, 
for extonsicn of the validity of the licence. The State 
Government’s position uas that it had made an offer in August, '^9&A 
to the company for the supply of eucalyptus after a period of 7 
years provided the company took up the uork of ceastruction of 
factory etc. after a period of 4 years from t964 so that by 
the time it uas ready, the factery could come into production. 

The State Government considered (vide their latter dated 18.1.65) 
that the National Rayon Corporation had not shaun the required 
interest in the matter. The licence uas therefore revoked in 
March, 1965. A representation uas received from the firm (vide 
letter of 2Qth March, 1965) stcoting that effective stops had 
been taken anc! financial commitments made and therefore Government 
should reconsider the decision to revoke the licence. As this 


:! 


was agreed tw, this company made a neu application on 5.6.65. 
The OGTD commented regarding this that as tho plantation of 
eucalyptus had yet to be undertaken by the State Government and 
this could not materialise before 1973-74, it uas premature to 
licence the scheme. The Government of Fiysore, uhich uas 





addressed on 10-6-65 for their comments on the application, did 
not sond any comments till 13-1 2-1965. 

■I ". In the moanuhilo, Graiior Rayon made an application on 

4.8,65 for sotting up a ncu unit in Mysoro for rayon grade 
pulp. RoproscntativBs of this company apparently held discussions 
uith tho State Gouarnment and it uas decided that rau matorials 
of floucred air dry taambco os ucll as air dry eucalyptus uould 
be made available in sufficiont quantities. The Fysore Government 
in its Comments received on 13.9.65 indicated that raw materials 
on the above mentioned basis would be available, Tho DGTD 
Commented that the Kerala Unit uas experiencing various 
difficulties. The application of Gualior Rayon was not complete 
in many respects but, it urns observed by the OGTO, to have been 
made "uith a primary object of. staking their scheme for rau 
mstorial resources (both existing and that to be created)". 

There uas a firm - Greater rlysors Rayons - which hold a letter of 
intent, though it uas thought that there uas no prospect of their 
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irnplornGntiriQ thG pr'ojGC'L# B^th ths o[_'pii.co.cxon3 ug x* g h g 1g o vg x 
fox fuxthex decision. As the inc'ustxy was dGlicensed in Tlay, 

1966 , no final decisions ucxc taken. 

■ ■-■■I-t is thus epi nxant that in the case of Rayon Grade Pulp 
Industry, the House of Birla iTiaeJe-definita efforts to obtain 
a monopolistic position in the industry. Regarding' the scheme 
pf National Rayon, there apponrs to bo no substance in tho 
allegation that it did net rnatcxioliso because of the objections 
raised by Government officials at the instance of Birla* Tho 
Scheme. . UGS- ba so d on the use of eucalyptus and after the licence 
urs granted to the company on 19.1.61, no attempts uere made to 
establish a neu undertaking. Indeed, it uas not possible to make 
a start as supply of eucalyptus uas not available. The Gualior 
Rayc3n Schema uas based on the ucr of bamboos in the initial stage 
and later of eucalyptus. Since Gualior Rayon offered to use even 
flbuering bamboos for the purpose for the first fou years and 
later eucalyptus uhen it became available, their scheme appears 
to hava received preference. 

■ 3 (a) RAYON YARN 

Allegation ; ' 

"During the l.ast five years, the 
Birla have extended the production of syn- 
; the tiev fibres The y c o ntre 1 -7 5 '’'pGr''v'Cent; ’■ 
of Rayon Yarn in India". 


- 173 - 

The table bolou pruvides information about the 
licences and installed capacity in regard to certain man 
made fibres uhich may be considered as belonging to a common 
Category, viz. cellulcsic fibres. 


Capacity % to total capacity 

L-icensee Licensed Installed Licensed Installed 

(in million Lbs. 






I . WiscosB staple Fibre 


1. Gualior Rayon (Birla) 

48.0 

48.0 

86.0 

86.0 


2. South India Viscose 

8.0 

B.O 

14 

14 









56.0 

56.0 

















II. Viscose Filament Y 

ii£n 








1. Indian Rayon (acquired 

8.0 

8.0 

9.8 

10.4 


by Birla 






2. National Rayon (Chinoi 

18.0 

18.0 

22.2 

23.4 

■ 







3. Travancuro Rayon 
(i'luthiah) 

11.0 

7- 0 

13.6 

9.1 








4. South India Viscose 

8.0 

8.0 

9.8 

10.4 


(Naidu, G.V.) 





4iii^ 







5. Qaroda Rayon (Chinni) 

6.0 

6.0 

7.4 

8.0 










con td , 

. . no 

xt page 



Licensee 


Capacity 

L icGnsed Install ed 
Qn milliu n lbs. ) 


t-o tot nl c pnac.itv 


Liconse Ci Instnils d 


O.K. Rayon (d. 

K.) 

8.0 

CO 

• 

o 

9.8 

10.4 

Century Rayon 

(Bit la) 

14.0 

14.0 

17.3 

IS. 2 

Kg so ram Rayon 

(Birla) 

8.0 

8.0 

9.8 

10.4 



81.0 

77.0 

- 



(BirlaJ 30 million lbs. (or 37^),: 
including 8 million lbs. (or 9.8^s 
representing Indian Raycr acqui- i 
red. j 


III. Ace tate Stnple Fibr e 


11006 rn Hills 

(not n Large House) 


4.0 Reuo- 
ked 


^ ^ " Acet nt e. R avon Y arn 


Sir Silk (Birla) 

B.O 

4.0 

30.0 

Lodi Industries (riodi) 

8.0 

Revoked 

30.0 

riodarn Liills 

(Nut a Largo House) 

3.0 

Revoked 

11.0 

Hindustan Loliulcse & 

Paper Hills (Birla) 

7. 5 

Revoked 

29, 0 


26.5 



(Birltot 59/^j of licensed and 

100^ of 

installed 

c cpr.ci 


100 



App endix - B 


Jk2<.tLa^s_J:::r a j T i 

Holicy Inquiry Loinmittee Report (l 969 ) 


(Aluminium ) 






The tuQ mein points arising out of this allegation 
are; (ij tOt; permissiu.i develop tho plant in the private 
sector and the Licence giyen tc the Birlas, and (ii) the 
quGstian of electric power Frctn Rihand Dam being made 
cvailable at concessional rates. We deal with these 
separately. 

ALUMIMIUn plant IN PRI\/ATE SlCTGR 

Proposals far tho development of aluminium industry 
in the Second Plan period ware initially prepared by a 
CernmittoQ of Experts appointed by the Ministry cf Commerce . 
and Industry in Octebor, 1955. The Committoo in its report, 
submitted in September, 1956, had suggested planning of two 
units, each of 1L',Q0D tons par annumj one at Mettur tc 
bring it into jj±ui.iuo Lion os soon as possiblo in the Second 
Plan poriod and another based on Rihand Dam so that it 
should come into existence during tho last years of the 
SGcond Plan, The plants uers to be so planned that thay 
could be later expanded ta a capacity of 20,000 tons per 
annum. The Planning Commission hod decided to give high 
priority to tho further dovolopnient of the aluminium 
in;.ustry. It uns considered that the industry uas highly 
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W 

^ e 


Gapital intensive anc! inuolvod csmplsx technical knouhou, ‘^^SutS 

which uns munopolisad by o feu world-uicJe companies; further, 
plants much larger than those then in operation in India '*“**^' 

uoro thought to be necessrary- Hence it uas cl-oubtful if 
private enterprise would find the required resources. It uas 
also emphasised that the State had interest in the industry 
both as supplier of power required for it and as customer for 


important products requiroc! for poucr transmission, aircraft 

and other purposes. It was, therefore, stated "in view of 

these Various considerations, it may be necessary for the 

Government to foster the establishment of a new unit, possibly 

through the National Industrial Davaloprnant Corporation (NIDC), 

so that an additional capncity'of 1 0,000 tons of aluminium 

(1 ) 

per annum may be brought into existence 1960-61". 

Tho National Industrial Development Corporation uas 
entrusted with this task and a French consulting firm uas 
employed for examining tho availability of bauxite 
resources and uorking out proposals for sotting up tuo 
aluminium plants, as suggested by the Expert Committee. 


*'N||p3' 


**<H|*> 






(l) Second Five Year Plan; "Pro^gramme of Industrial 
Development" (page 32). 
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The rGpresuntntiVB of this firm, under stood to be one of 
the uell-knaun experts in the field, surveyed the verious 
occurences of beuxite in Indin and submitted his report on 
25.1 1.1957. fJnc of the paints made in the report urns 
rogarriing the very attractive features of the potential 
bauxite do posits at Amarkantck. 

At this time i.o. , when the National Industrial 
devalopmont forporation uas asked to do this work in 1956, 
the private sector had net shaun much interest in the 
development of the aluminium industry. Houiever in the 

second half of 1957 with the foreign exchange difficulty 
that the country faced, a special attempt uns being made 
by Government to attract foreign private investment. Uhen 
the then Financed Minister visited the United States te 
he attempted to emphasize among audiences of potential 
A.nericnn investors the importance that the Government cf 
Inuie uas yoing to attach to the role of the private sector 
nnti foreign private investment. At the same time, a 
delegation of industrialists sponsared by the FICCI ^nd 
supported by Gouornment visited the U.S.m. ^nd other foreign 
countries. The purpose of this visit uas to establish 
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contacts uith foroign industrialists to create a suitable 
climate abroad for increased investment in India and al so 
to cxpioro the pa ssi bi litie s of collaboration agreements to 
establish neu industries. The delegation uas headed by Shri 
b.D. Birla. One of the paints mentioned in the report of the 
delegation was that while the dalegotion did not make direct 
deals, the individual members on their own account initiated 
variGUs projects. It was during this visit that the possi- 
bility of establishing an aluminium plant in India on the 
basis of American ccllaborati ..n was explored, 

. Ug have not beon able to locate any records which 

indicate how and whan a decision was taken regarding the 
development of the aluminium industry in the private sector. 


'-a 

% 


It appears from a nating of tho Chief Industrial Adviser of 
the Ministry of Commerce and Industry that the question of 
permitting the private sector to cevolcp the aluminium project 
was Considered just before the Financo Minister went to tho 
U.S.A, for the visit mentioned earlier. There was a 
discussion between the Prime Minister, the Finance Ministor 
and the Commerce and Industry Minister, so as to evolve a 
picture of tho specific industries which could be thrown open 
far development in tho private sector even among those which 


1^1 

w 


1B0 


rsd been included in Schcdula ’A’ and Schadu le ’ B' ) . The 
Adviser thought that it uas c^n the basis of decisions taken 
during this discussion that both Shri t'.D. Birin and Shri 
VonkatasuGmi Naidu uora encouraged to contact possible 
American collaborators for the tuo proposed aluminium 
plants. 

According to a noting by the then Minister of 
Industry, tho Government decided, to throu open the aluminium 
industry to the private sector because the Gavornment* s 
hands were too full with various other industrial projects. 

The aluminium industry uas cempar ati ucly a simple line, 
already ucll established in India, not requiring major tech- 
nical knouhou and therefore, could bo established easily. It 
uas also a vary priifitable line and therefore priucte industry 
Could be expected to take it up. At cncther stag,^, the 
Ministor pointod out that it ojos because of the resources 
position that the Govornment decided cn the establishment of 

only tuo cluminiuni plants and even these could nut bo in the 
public sect:, r because or the deterioration in the foreign 
exchange resources position. Therefore, in the michJle of 1957, 
it uas thought acivisr.bl3 to permit private parties to negotiate 
for these tuo plants with foreign collaborators, provided 
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the Indian parties found their own internal resources 
and negotiated suitable deferred payment terms for the 
foreign sxchGnQe required for the import of plant and 
rnachinery on terms acceptablo to the Gouernmsnt of India. 




A 


V* 


It is apparent that this docision was taken some 
tirno during the second half of 1957- r-l/s. Pechiney, 
the French firm, uero however not informed about this 
and they want ahead with their work for the National 
Industrial Devolopmcnt Corporation on the assumption that 
the dovclcpment of the projects would bo in the public 
SGctor through the Nntiunal Industrial Development Corporation 
As mentioned earlier, the report of the export sent by them 
was signed on 25. 11. 1957. On 30th iJovember, 1957, Shri 

b.D. Birla wroto to tho Secretary, Commerco and Industry, 

"You were good an: ugh to ask mo to take up th.o prr 3 joct of 
aluminium at RihanJ", He put forward certain preliminary pro- 
posals about the pr.^ject which were mainly that an aluminium 
plant with a capacity of 10,0 00 t ..'ns per annum was to be sot 
up at Riband through a now company, pouor was to bo supplied 
at specially cheap rates by tiio U.P. Government and collabora- 
tion on suitablo terms Wros to be entered into with Kaisers of 
the U.S.A. Shri Birla was then advised to file an application 
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under the Inclustrias (Dovelo prne nt & Regulation) Act, for an 
industrial licence which uas done an 5th Dec ora be r, 1957. 

tihile this was being processed, on I3th December, 1957, 
the tiinistry informorJ Shri Birla that he might proceed with the 
preliminary report inuo stigations cn the understanding throt if 
the engineering side was feunci to be satisfactory on comple- 
tion, the actual project might be proceeded with, subject to 
the condition that the entire foreign exchange expenditure 
for the import of capital equipment uould be- covered by the 
participation of the 'Iniser’s interest in the capital of the 
propesed company or From loans from the Exim Bank and the 
IGA on terms acceptcbls to the Government of India. That 
the Government, oven before cansiderinc the grant of licence, 
had decided to assign this project to the Oirlas is further 
indicated by the letters uritton by the Ministry to various 
governmental authorities when the Kaiser team of technicians 
came to investigate bauxite deposits, intimating that Gouern- 
rnOnt had approved in' principle the Birlc proposal for setting 
up an aluminium plant. Similarly, the Government indicatad 

to sane private parties who evinced interest in the development 
of the aluminium industry that they shoulc contact Birla 
Drethers or Shri l/enkatasuami Nnidu who had been chosen by 


Gov/ernmQnt for the dcvelGprnDht of the tuo proposGci 
prcjBcts, Again, il/s. Pechiney complainod to 
Government regarding being kept in tho dark on this motto 
and axprsssing regret that they uero left out because 
they agreed to negotiate uith the Government instead of 
uith the private sector. The Chief Industrial Adviser 
in his reply to them suggested that they should nou doal 
uith the private socter and a specially the tuo parties - 
Sir las one,! Wai^lu - uha ucre endoavauring to process the 
two schemes. 

Th. ugh Various technical matters remained to 
be sorted out before a licence could actually issue, the 
Government hod made it clear that the Birlas could rest 
assured that the Gouernment hc-i-i lagrcied to their setting 
up the project. The Minister for Commerce and Industry 

in a lett or to thfj State Govsrnrnont of Uttar Pradosh, 
dated l/2nd August, 1 958, pointed out, "Shri Birla had 
already been officially advised by the Ministry that his 
proposal is accepted in principle subject to the details 
being satisfactory, etc." A Conditional Letter uas 
issued on 20. 1. 1 959 stating, that the Government of India 
had no objection to the grant of . a licence provided that 
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certain r.onr'itians usre satisfiot', espocioHy regarding 
cngin-cring and pr::jcct studies being ccrnnlutod to the 
satisfaction of Government, the question of poucr supply 
beinr; settlec! , the foreign oxchangc . expenditure being 
mat threugh capital participation and credits on terms 
acceptable tci Gavernmont and the terms of Fareinn 
Collaboration being approved by Govesrnmont. Questions 
relating to terms of foreign collaborati ".n centinucc' to 
bo discussed betueen Govornment and the Birlas fer some 
time. ■ While it uas folt earlier that aluminium manufacture 
being a simple rracess, not requiring major tGchnicnl 
kncuhou, could be handlod by the private sacter, it vjas 
nou observed that the terms proposp^d for foreign colla-. 
boration were very costly.' 

The manner in uhich the case uas being h.an'led is 
indicated by the fact that in August, 1959, the Minister 
of Inc.'ustry in c note; pointed out that the Deuel jpmen t 
Wing had not so far cjxcminod the case and that this ;d 
should be nou dene. It seems houever that it uas realised 
that ns a result of the approval given by Gouernment to 
c,,n:'uct nc y-t inti, ns , both tne parties had "mutually 
unnecessarily over-committed thamselves". It uns therefore 
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found that tho terms that wars nou being proposed, even 
though they uerc not found to be quite appi-opriato, had te 
ba accepted. \iarious objections raised on the Govern- 
ment side to the terms of foreign , collnberation , the 
capital structure proposed, as well as the proposal 
to have a fianaginQ Agency were uithdr cun and a liccnco 
issUQD in Septombar, 1 959. 

In conclusion, it may be stated that aluminium 
being in Schodulo ’B’ of the Industrial Policy Resolution, 

public sector. Different 

reasons have been stated at eJifferent times to justify the 
docision to permit tho development of the industry in the 
private sector. Further, the c’ecisio.n in principle to 
permit Birlas to set up the plant based un Rihfnd pouer 
scorns to haVG boon taken before any application from tho 
Birlcs ucs rocoivccl and the decision uas maintained 
in spite of difficulties that uerc lator observed 
regarding the conditions undor which Birlas uero able 
to develop the project, 

II - POixiER FO R ALuniNiun plant at RIHAND 

Qno of the mein arguments in favour of the 
development of the power project at Rihand Dam had been 
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that it Ljould provide power which cuuld bo of rreat use 
in the dGUclopmont of industry in the Eastern districts of 
U. P. which aro some of the most backwerd and under- 
dcvolopod in the country. Hcuovor, when the quosticn of 
oxploitinq the bauxite rosources located in Pladhya Pradesh 
was C'jnsidored by tiie Export Committc-s in 1955-56, it 
was indicated that tho plant should bu based on Riband 
power. Shri Birlo in his letter of 30th Novornber, 1957, had 
pointed out the irnportance af the U. P. Gouornrnant: pro- 
viding power at sspjcially cheap rctos. In a further 
letter . to the Minister of Industry in Decefflber, 1957, ho 
pointed out that while the U. P. Government was anxious 
to help, the Cover nmont of India should impress on them 
that the supply should be at the chuapost possible price 
"I have told y.ju that some of the State Governments are 
prepa.rod to give bulk supply .at Rs. lOG per MU/ year. As 
this wciuld bo pru ject in ti. P. , I hapo the; 1 

Li, P. Government would be gonercus in this ueh-alf". 

. In Febru.,.iry, 1958, the U. P. Government urats 

to the Govornraent of Indi.a to say that the State Govornmunt 
u-ul*.' have no difficulty in .arranging the requisite power for 
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these projects. The Planning Cammissicn, houever, appears 
to h-aVG raised objections, pointing out that the State 
Govornment uhich ha-i earlier promised to make electricity 
from Rihcnd auailable to the Railways were new reluctant 
tn fulfil the promise. At a meeting hold in , April , 1 9 58 , 
even tha Finance riinistsr seams to have inquired as to 
how it uas agreed to givo a licence for aluminium industry at 
Rihnnd before the question of power availability was checked 
up. In a mircting held in Harch, 1956 , by the Chief Minister 
of Li. P. , the Chief Industrial Ad vi 

S G r to the fiinistry of 
Commerce and Industry pointed out that about 60 tn 65 IIU 
wrult' be needed by 1960-61 far o 20,000 ton plantj 
further 135 htl would be needed later when the factory expo.n 
ded to AOjOOO tens. Tho Chief Hinistor pointed out that the 
Rihanc. Dam Project had bean planned basically to supply power 
L.0 tno Eastv_irn uisuricts of the State anc that the Supply of 
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koGping this in ui; 


» At tho saiTia ‘cirnc, tnu Chief ninistGr objected to the 

Planning Commission's representative raising objections to the 
proposal for grant of a licence based on considerations rela- 
ting to the supply of power. In a letter dated 24th 0uly,1958, 
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to the Planning Commission 5 ho stated, "If it is ouentuolly 
dacidod to shift tho aluminium plant clssuhora, because of 
the unuarrantacl assumpticn that the U.P. Government is not 
prjjpcroc! to rnnka any pouer available for the Railways, it 
might lead tc serious political repercussions in U.P." 

The Chief Minister also suggoetad to the Central Government 
that they should sat up a thermal plant at Nohgulsarai to 
provide power neeried for Railways as wall as for inc’ustrias. 
Tho U. P. Governmen t , however, made a tentative allocation, 
of power from Rihand which after providing for the 
requirements to the aluminium projoct (58.5 iiU), the railway 
electrification and ether l.^rgd major loads, allowed only 
8.5 iiU for miscel lonccus loads. 

This was p.jinter.' out by the Planning Commissian in 
I'Tay, 1 956 , enquiring whether the U.P. Government could afford 
to allocate onu-half of the tctal power from ttie project at an 
unremunorative rate. A ouestion was raised hau the U.P.Gqv-: 
ornment wa;uld be able to service the Cantral loans on the 
basis of such a distribution of power produced. In a 
rn...cting held in (""oy, 1958 , of a committco appointed by the 
Chief Minister of U.P. regarding the supply of powor for the 
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alum?.niurn project, it was ; Qintrd aut an behalf of the U. P. 
bavernment that if pouer uas to be supplisd only for a 
10 ,000 ton plant, the unrsrnunerative rate might not be 
too troublo sGiTiB , but if the power was to be rrouidad for 
fur a 20,000 ton plant, thure uoulc' be difficulty. The 
Oirla represancctiUGs at the meeting indicated that a rote 
higher than Rs. 150 per fW/ysar mioht be ruled out straight- 
uay. ‘■iDreover, the Birlas had indicated that they were 
thinking of further expanding the plant to 40,000 tons or 
even more. It uas made clear that no commitment regarding 
ohe supply ur power for this expansion could be made. 

Finally, in April 1959, the U.P. Gouornment confir- 
med in a letter to Spri G.U. Birla that the Government would 
supply ot 90/^ load factor a maximum of 55 MLi of power from 
the Riband Power Project, at the rate cf Rs. 150 per KU/yoar 
and that the rate uauld be fixed for a period of B years. 

It was also mentioned that power used for inr.'uotriol pur- 
poses was being exempted by the State -Gouernment from 
payment of electricity duty and, therefore, Hindustan 
Aluminium would also enjoy this exemption. The rata 
decided on may be compared to the rates charged in the 
Eastern areas which seem to hav/e excGadod fe. 400 per KU/ycar. 
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The question of pouer again cnmo up uhon in i960 the 
HinOuetan Aluminium brought up tha question of expanding their 
capacity from 20,000 tons to 50,000 tons. For this purposs, it 
uas propasud that they should bo permitted to hava a captiue 
thermal station so as net tc tcox further the already sev/ercly 
committed Rihand Station. It uas suggested that tha thermal 
pouer station would praciuco power at about the same cost as the 
cost ct which iz was obtainod from F\ihand, and that the foreign 
exch '.nge requirements would be rnst from loans from various 
American sources. An cbjsction was raised that power produc- 
tion falls under Schedule ’A’ of the Industrial Policy Reso- 
lution. tJhiln the Industrial Policy Resolution provided that 
in appropriate cases, privately cunGd units might be permittad 
to produce an item in Scheoule ’A’ for meeting their own 
requirements, the Planning Coramission raised the question 
whether this would fas an appropristo case for such a 
tujparturG from policy. It was pointed cut that Government’s 
attempt at .. btaining foreign exchange resources For furthor 
expansion of power supply had not been very successful and if 
such resources were going to bo available, they could ba used for 
the overall plan of power dovelopmont instead of tha benefit 
of a particular private concern. Tha oxemption to Schedule 'A) 
for captive consumption uas meant to apply to stand by- .plan t.s 
of a small size and to a major power station. 


I'lQUByar , at tho highest lav/sls in the Govornment of 
Inciia, it seoms to have bean fait that an advantage of parmit- 
ting -cha Birlas to put up their oun pouor station uoulci ba that 
the pouar that ur.s being supplied to them from Riband uould be 
rul 0 asQC,. liihilo an objaction had baan raised from CtIPC that 
the cost of pouer frofn tha propasoci station might be too high 
(about Rs. 300 per KU/year) it uas thought that this uas a matter 




for tho ontropronaur to consider. Tho Finance Ministry also 
supportoG the proposal on the basis that the Birlas uould give 
up Rihan>.-- power which they wore using in largo quantities and 
ralaaso it ror the use of the State. In October, 1962, it was 
poinrad out that the Prime Minister uas noing to visit the 
Rihnnd Dam as uoll ns the aluminium plant in a month or so. 

An onquiry uas made to tha Planning Coiarnission uhy tha 
proposal uas being held up, also drawing attention to 
Shri G*D. E'irla’s statement to the Prirna Minister that 
enormous ndministr ati va dolays in dccisicn-m.aking uoro 
producing a bad ...ffact in the U.S.A. The Planning 
Commission ropllcd thot outotanJing proposals conoorning the 
coptiue pousr plant uoro being speedily proosssod and uere to 
bo dociried on marit. 
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The- propasal was approved rjcjly in i'^lo v^..'ibc r , 196^! on 
conditiun ebat foreign c,xchanja uculd bo arranged separ atol y , 
that the L). P. State Electricity Board uculd control the prica 
at Ldhich the pouor would be suppliad, and that the Government 
uould havo the right to acquire the pouor plant at its flepre- 
ciated value any time from 10 years nftar tlie carnmcncemQnt of 
its productien. It may be noted that the principal argument 
Gorliar put foruard that the setting up of the captive plant 
uculd lead to a release of the Rihnnd power already committed 
to the plant, was nouhero rnentioned. This condition uas thus 
not included uhsn finally the proposal uas approved. 

Regarding the allegation that the Birlas were alloued 
to utilise almost the entire pc.'Uar from Rihand Dom, the facts 
reveal that the Birlas uere given 55,000 KU out of the total 
capacity of 110,000 hU available from Rihand dQrn Regarding 
tl'ij r.l le _j c. ti n tl'ict Birlas obtained another 55,000 KU cf 
pnuer from Ri'nantJ Oam after the- expansion of their factory, 
no fcocts are available with us. 

i he other matters that have been menticned in the 
alienation, namely, payment for power one! the earning of 
huge pr.'fits, arc outside the scope of the inquiry conducted 
by this Committee. 



